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Unsolicited Comments 






prove the value of 


CREDIT TRAINING 
by the 


Home Study Method 


Just a few of the many appreciative comments from 
those who have completed the correspondence 


Helen K. Bernard, Charles City, lowa 


"I was pleased to receive your letter with the result of my 
final examination. | thoroughly enjoyed the course and it has 
proven very helpful to me in my work.” 


Baxter Davis, Chattanooga, Tenn. 


“Throughout the duration of my course with the Nationa! 
institute of Credit, my work has been very interesting and | 
have studied your comments finding them educational and 
applicable to every day business life." 





Ralph Hutchinson, Chicago, Ill. 


“May | again express my sincere appreciation for the per- 
sonal attention you have given them (solutions to problems) 
and the constructive criticisms offered." 


Dorothy 1. Kasbee, Cambridge Springs, Pa. 


“I enjoyed this course very much and am happy to have 
completed it successfully. | want to thank you again for your 
encouragement and thoughtfulness." 


Name.... 


course in Credits and Collections. 





Please send me full information about your course in Credits and Collections. 


C. F. Stephenson, Mansfield, Ohio 


"Not only has the course been very helpful to me, but | 
have derived much benefit from the magazine ‘Credit and 
Financial Management’ and Mr. Heimann's letter....... 
Please accept my sincere thanks for the help you have giver 
me in this course............Thank you very much for your 
comments on my form letters. They were helpful in making up 
a new set for actual use.” 


Charles Regensburg, New York, N. Y. 


“It was time well spent, | feel, and have already found the 
knowledge gleaned of real service and value : 





M. N. Gilbert, Standard Oil Co., Huron, S. D. 


“There is certainly a great deal to be learned from the 
course in Credits and Collections and | will not hesitate to 
recommend it to any whom | can interest in this work. | fee! 
that | have been well repaid for the time and effort and 
expense devoted to it............... 

“| assure you that | have appreciated the help you have 
given me in this work and value the comments received in 
your letters and have kept each of your letters for future 
reference.’ 
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Silent Partner 





Without any of the responsibility for business directly on its shoul- 
; ders, government actually is taking about three-fourths of the fruits 
of business with an average tax rate of over 70 per cent of the net in- 
come of business. Here isa silent partnership deal that is very much to 
the disadvantage of the producing partner. And, it may be added, the 


silent partnership is only silent on the responsibility for management. 


If present tax rates were to remain in effect, it is inconceivable that 
government could get more of business earnings by outright ownership 


—and probably would get less. 


Most of our people know that if this country is to continue its prog- 
ress, business taxes must, in the immediate post-war period, be reduced 
to allow incentive rewards and stimulate new business ventures. In 
addition, irrespective of what government takes, our people still want 
the right to run their business. That is why business properly becomes 
alarmed over the silent partnership that is taking the lion’s share of the 
harvest and is increasingly deciding just how and in what manner a busi- 
ness must be operated. Business management has every reason to know 
that there is a definite connection between very high tax rates and gov- 


ernment regulation. 


The lightening of the load of taxation on business in the peace era 
is inevitable if we want to bring back those in the Armed Services to the 
kind of country they are now defending. It is a necessity to their full 
employment and their opportunity. It is an insurance of the continua- 


tion of the private competitive enterprise system upon which our nation 


FED 


Henry H. Heimann 


was built. 
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aT. MIDST OF DEATH... 


eS 


(he Caille Flag of Life 


The Red Cross symbol is living, active 


proof of mankind’s compassion for man. 

This simple cross—this battle flag of 
life—is present where the need is great- 
est—staunching the wounds of war, shel- 
tering the homeless, feeding the innocent 
victims of war and disaster .. . helping 
in uncounted ways. 

It is the evidence that hundreds of 


thousands of men and women, quietly 
and without fanfare, are at work cease- 
lessly in the interests of humanity. 

The story of their labor and devotion 
day and night is the story of life itself. 
For them, no medals, no citations, only 
the knowledge that they have played 
their part—large or small—in bringing 
life in the midst of death. 


This is the second of a series of advertisements dedicated to the American Red Cross by 


THE HOME INSURANCE COMPANY, NEW YORK 


FIRE a 
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Termination and Renegotiation 


_A stun of ‘Situation Vow Facing Sndustry 


Termination and Renegotiation 
“ retain the spotlight of immediate 
lv interest. Both affect the stability 
of industry. Both require care- 
ful attention in financial reporting. 
The transition from war produc- 
tion to civilian work must be prompt 
and orderly to avoid the dangers of 
mass unemployment. War produc- 
tion will not stop abruptly. It will 
surely taper off more quickly than 
civilian production will accelerate. A 
decline in the production index dur- 
ing the transition seems inevitable. 
The prompt settlement of can- 
celled war contracts, the speedy dis- 
posal and conversion of war inven- 
tories and facilities, and the equitable 
determination of genuine retained 
profits of the war years are all the 
more vital to the orderly resumption 
of Civilian Enterprise. 


WAR CONTRACT 
TERMINATION 


NIFORM procedures and fixed 

responsibility for the settlement 

of cancelled war contracts continue to 
vex both government and industry. 


Fundamental Principles 


Early in the spring of 1943, the 
American Institute of Accountants 
submitted recommendations which 
still are prophetic of the pattern 
which settlements probably — will 
follow. 

The Institute’s Committee on War 
Contract Termination advocated the 
settlement of claims by negotiation 
between contracting officers and con- 
tractors, believing that this method 
would assure quicker settlements 
than would otherwise be possible. 

It fostered a policy of dealing with 
terminations on the basis of total cost 
and reasonable profit, treating as par- 
tial payments amounts paid on ac- 
count of deliveries. It opposed allo- 
cation of costs between finished and 
unfinished portions of cancelled con- 
tracts, as a general policy, because 
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By VICTOR H. STEMPF, C.P.A. 


Partner, Touche, Niven & Co. 


the difficulties of acceptable appor- 
tionment preclude the method in 
many cases. 


“Going-Concern” Expenses 


HE Committee advocated the use 

of a reasonable rate of profit for 
the whole contract, after due consid- 
eration of the indicated rate for the 
early stages of the contract. 

It urged the allowance of a proper 
proportion of ordinary going-con- 
cern expense such as institutional ad- 
vertising, research and development, 
federal capital-stock tax, and interest, 
emphasizing that such expenses are 
necessary to the continued existence 
of corporations. 

Clearly, the total allowance to a 
prime contractor and his sub-contrac- 
tors should not exceed the total of 
the prime contract. Also, prime and 
sub-contractors have rights and obli- 
gations, arising from their relation- 
ships, differing from those between 
prime contractor and the government. 
The Committee, nevertheless, urged 
a broad government participation in 
subcontractors’ settlements because of 
the many practical business diffi- 
culties of placing that duty solely 
upon prime contractors. 

The Committee insisted that the 
same principles governing allowable 
costs should apply both to prime and 
sub-contractors. 

It strongly urged substantial par- 
tial payments. 

It also urged that prescribed ac- 
counting procedures relating to the 
audit of claims be integrated with 
general termination procedure. 


Government Regulation and 
Jurisdiction 
HE WPB Procurement Policy 
Board recognized in 1942 that the 
several procurement agencies were 
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developing conflicting and inconsis- 
tent clauses and regulations govern- 
ing contract termination, leading to 
ultimate chaos. The Administration 
had failed to determine where ulti- 
mate responsibility for termination 
settlements should rest. There have 
been continual shifts in personnel and 
evidence of dissension both between 
and within administrative units. To 
the WPB Procurement Policy Board, 
it seems, must be given the credit for 
initiating uniform termination clauses 
and regulations that could be incor- 
porated by reference in any war con- 
tract. Early in July, 1943, the Pro- 
curement Policy Board issued a draft 
of a proposed Standard Termination 
Article, which blew the starting 
whistle for a free-for-all scramble 
among the agencies to grasp the dom- 
inant position. That draft stimulated 
procurement agencies to improve 
their separate clauses and regulations. 


By August, 1943, the War De- 
partment’s Procurement Regulation 
15 and the Termination Accounting 
Manual were issued. The Termina- 
tion Regulation is a product of the 
Procurement Division of the Army 
Service Forces, while the Accounting 
Manual was developed by Army Ser- 
vice Forces, Audit Division. Agree- 
ment and coordination between fiscal 
and procurement officials are essen- 
tial in establishing sound termination 
procedure. 


Navy Theory the Same 

HE Navy’s philosophy in this 

matter, doubtless, is fundamer- 
tally the same as that of the Army. 
Certainly there is no substantial dif- 
ference, in the concepts of Cost. 
Their respective problems differ only 
in size, i.e.: the number of contracts 
and the number of contracting offi- 
cers. The Navy’s organization is 
much smaller and, therefore, far 
more centralized. 

In the middle of October, 1943, 
there was formed an interdepartmen- 
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tal committee on contract termination 
under the supervision of War Mo- 
bilization Director Byrnes, and in due 
course B. M. Baruch was appointed 
to head a special unit in the Office of 
War Mobilization to deal with War 
and Post-War Adjustment Problems, 
and John Hancock, associated with 
Mr. Baruch in that unit, became 
chairman of the Joint Contract Ter- 
mination Board comprising represen- 
tatives of the several Departments. 


Joint Contract Termination 
Board 


ON January 8, 1944, the Joint Con- 
tract Termination Board, with the 
approval of Mr. Baruch, issued a di- 
rective entitled: “Uniform Termina- 
tion Article for Government Fixed 
Price War Supply Contracts and 
Statement of Principles for Determi- 
nation of Costs thereunder.” The 
statement established uniform policy 
and procedure for the future, and 
optionally for existing contracts. It 
is relatively concise, leaving details to 
be worked out through regulations. 
The War Department’s Procurement 
Regulation 15 and its Termination 
Manual continue in effect, and have 
been amended to incorporate the 
uniform termination article of the 
Baruch Committee and the accom- 
panying statement of principles for 
termination of costs thereunder. The 
directive issued by the Joint Contract 
Termination Board supports com- 
pletely the principle of negotiated 
settlement with full authority vested 
in contracting officers; it makes par- 
tial payments mandatory; and gen- 
erally, it is in harmony with the 
Institute’s recommendations. 
Compared with Procurement Reg- 
wation 15 the so-called Baruch “Cost 
Definitions” generally are more lib- 
eral, but specifically add the restric- 
tion regarding items evidenced in 
renegotiation. Presumably the Joint 
Contract Termination Board will is- 
sue cost interpretations from time to 
time as required. 


What New Article Covers 


HE new Article provides for set- 

tlement by formula, if negotiation 
fails, and establishes a limitation of 
Profit to 2% of the cost of raw mate- 
nals, and an overall limitation of 6% 
on the aggregate of raw materials 
and work in process, adding that: 


Credit and Financial Management 


“no profit will be allowed except on 
work done or costs incurred.” 

Costs must be ascertained, and as 
a guide there has been provided the 
aforementioned Statement of Prin- 
ciples for Determination of Costs. 
That statement refers to “recognized 
commercial accounting practices,” as 
the basic standard, thereby emphasiz- 
ing reliance upon generally accepted 
accounting methods followed in in- 
dustry rather than special rules pre- 
scribed by government agencies. 

Interest on borrowings, previously 
restricted, is now an admissible cost ; 
whereas costs charged off during a 
period covered by renegotiation are 
excluded from termination settlement, 
if a renegotiation refund was made, 
or to the extent that such charging 
off avoided such refund. 


What Is Excluded 


FE XAPERIMENTAL, Research, En- 

gineering, Development, and Ad- 
vertising costs and expenses specifi- 
cally are allowed under reasonable 
limitation, as are also settlement ex- 
penses, initial costs, and costs of 
protection and disposition of prop- 
erty. 

There are excluded (a) losses on 
other contracts, or from sales or ex- 
change of capital assets; fees and 
other expenses of reorganization or 
recapitalization, anti-trust or federal 
income tax litigation; losses on in- 
vestments; provisions for contin- 
gencies; and premium on life insur- 
ance when the contractor is the bene- 
ficiary; (b) conversion expenses 
other than those incurred to enable 
the use of facilities for the perform- 
ance of the contract (reconversion 
costs are excluded); (c) amounts 
due to wilful or negligent failure to 
discontinue incurring expenses after 
termination; (d) costs incurred be- 
yond requirement to fulfill the con- 
tract; (e) costs related to a renego- 
tiated period, as mentioned above. 
The statement concludes with a cau- 
tion to the effect that failure to men- 
tion any item of cost in the document 
does not imply that it should be in- 
cluded or excluded. 


The General Accounting Office 


ON September 20, 1943, the Comp- 

troller General requested Con- 
gress to confirm the right of the 
General Accounting Office to approve 
all termination settlements before 
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they become final. That question is 
still not conclusively settled, although 
there has been strong objection voiced 
by industry and the procurement 
agencies. 

At the annual meeting of the 
American Institute of Accountants in 
October, 1943, the Council adopted a 
resolution opposing such procedure, 
which was forwarded to all parties at 
interest in Washington. Subsequently, 
the Institute was represented by one 
of its officers at Hearings before the 
Murray Committee on this subject. 

The problems of Termination Set- 
tlements primarily are industrial ac- 
counting problems. The legal aspects 
essentially are those familiar to ac- 
countants in industrial transactions. 
The penny-snatching detailed voucher 
checking to which the General Ac- 
counting Office is accustomed has no 
place in the termination tangle, where 
the major difficulties involve a work- 
ing knowledge of the application of 
generally accepted principles of ac- 
counting, and a reasonable compre- 
hension of the intricacies of cost 
allocation. 


Urgency of Prompt Settlement 


DISPATCH, with reasonable safe- 
guards, must be the watchword 
of such settlements; and this is the 
announced intent of the Joint Termi- 
nation Board. The background, abil- 
ity, and foresight of the technical 
accounting staffs of the Army and 
Navy assure a competent, ‘stern, but 
equitable supervision of termination 
settlements. Speedy settlement is es- 
sential to business. The public inter- 
est demands that no avoidable imped- 
iment hamper prompt and conclusive 
settlements. 
There are several bills before both 
houses of Congress designed to fix 


‘the authority to effect termination 


settlements. It seems that the most 
ardent champion of such pending 
legislation is Senator Murray, Chair- 
man of the Senate Small Business 
Committee, and also Chairman of the 
War Contract Termination Sub-com- 
mittee of the Senate Military Affairs 
Committee. Senator Murray has said 
repeatedly that “the intelligent solu- 
tion of the problem is a condition 
precedent to any orderly reconversion 
of industry to a peace economy.” His 
Committee on War Contract Termi- 
nation and Senator George’s Post- 
War Planning Committee jointly 
have prepared an omnibus Contract 
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Termination Bill which will under- 
take to meet all of the basic needs. 
Senator Murray has stated that, “It 
will provide a comprehensive plan 
for prompt and equitable settlement 
of all claims arising from terminated 
war contracts as well as adequate 
financing during the period between 
termination and final settlement.” 


Senator Murray Outlines Bill 
N a speech before the Screw Ma- 


chine Products Institute in New 


York on January 28, 1944, Senator 
Murray outlined the provisions of the 
Bill pending before the House Com- 
mittee on Military Affairs (S-1718), 
which may be paraphrased as follows: 


(1) It will create a Director of Contract 
Termination Settlements to coordinate 
the termination operations of all contract- 
ing agencies. He is to promote company 
settlements, decentralized administration, 
simple record keeping and report forms, 
and training of appropriate personnel 
both within and without government. He 
is directed to assist the Smaller War 
Plants Corporation in protecting smaller 
contractors. He is to provide for ade- 
quate advance notice before termination 
and for consultation with war contractors 
through advisory committees. He is to 
report quarterly to Congress. 

(2) The relations between contracting 
agencies and the General Accounting 
Office are to be completely clarified. Con- 
tracting agencies are to be given power 
to negotiate final settlements under pol- 
icies prescribed by the Director. The 
General Accounting Office shall examine 
records for fraud, but may not withhold 
payments. Such cases must be reported 
to Congress, the Termination Director, 
and the Department of Justice. Severe 
penalties will be provided for misrepre- 
sentation or fraud. 

(3) The Bill recognizes the need for con- 
tinuous Congressional surveillance and 
provides that appropriate Committees 
shall fulfill that purpose. 

(4) The Bill will provide for adequate in- 
terim financing through partial payments 
and loans. Mandatory advance payments 
are provided, not to exceed 90% of 
claims. The contracting agencies, the 
Smaller War Plants Corporation, and 
the RFC are authorized to make or guar- 
antee termination loans. Here too, pen- 
alties are provided in respect of interim 
financing of excessive claims (in sub- 
stance involving 12% per annum). In- 
cidentally, contractors are to be allowed 
interest at 3% per annum on claims al- 
lowed, accruing sixty days after filing. 

(5) The Bill will provide for quick and 
equitable settlements with sub-contrac- 
tors and suppliers—(a matter not cov- 
ered in the present directive issued by 
the Joint Contract Termination Board). 


What of Subcontractors? 


SENATOR MURRAY then dis- 
cussed some of the provisions con- 
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cerning sub-contractors and suppliers, 

indicating the following objectives : 

(a) Contracting agencies will be author- 
ized to compute payments on the basis of 
percentage of completion wherever prac- 
ticable. 

(b) Fullest advance notice before termina- 
tion; perhaps 30 days maximum. 

(c) Legal barriers to company settlements 
are to be swept aside, and agencies will 
be directed to develop bases for carrying 
out company settlements to the fullest ex- 
tent feasible. 

(d) Contracting agencies are to be di- 
rected to control payments to prime con- 
tractors in such manner as to guarantee 
payments to sub-contractors. 

(e) Sub-contractors are to be able to ap- 
peal to contracting agencies against deci- 
sions of prime contractors. 

(f) Sub-contractors are to be protected 
against bankrupt prime contractors, and 
against prime contracts cancelled be- 
cause of default. 

(g) Prime contractors are to be authorized 
to make final settlements with sub-con- 
tractors without delays involved in gov- 
ernment audit. 

(h) Contracting agencies are to be enabled 
to settle directly with sub-contractors, 
where necessary; entailing perhaps the 
purchase of the sub-contractors’ claims. 


The Baruch-Hancock Report 


EANWHILE the Baruch-Han- 

cock Report on War and Post- 
War Adjustment Policies was issued 
on February 15, 1944, followed on 
February 22, 1944, by the introduc- 
tion in the Senate of the George and 
Murray Bill (S-1730) entitled “The 
Industrial Demobilization Act of 
1944,” which supersedes the previous 
Bill (S-1718). 

Both of these documents deal ex- 
tensively with the problems of termi- 
nation, and disposal of surplus mate- 
tials. The Baruch-Hancock Report 
deals additionally, with other major 
economic questions. Both documents 
stress the importance of retention of 
the private enterprise system and the 
orderly withdrawal of emergency 
powers in the post-war period. 

The most striking difference be- 
tween the two lies in the fact that the 
Senate Bill vests control and surveil- 
lance in Congress (where it belongs) 
whereas the Baruch Report sponsors 
continued authority in the Office of 
War Mobilization. 


Settlement Terms Are Urged 


OTH documents continue to en- 
courage negotiated settlements. 
While the Senate Bill provides no 
specific mechanics of settlement pro- 
cedure, the Baruch Report recom- 
mends “Settlement Teams,” saying: 
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“In all sizable settlements, Govern. 
ment negotiations will be conducted 
not by one man but by a team. These 
tcams in general will include a legal 
cfficer, a termination officer, an q. 
counting or auditing officer, a technj- 
cal officer, and a property disposal 
cficer, each with his own experts, the 
whole team working under the direc. 
tion of the Contracting Officer who 
finally makes the settlement.” 

The Baruch Report also suggests 
the addition of the Comptroller Gen- 
eral, Attorney General, and a repre- 
sentative of WPB to the present Joint 
Contract Termination Board. 

The Baruch Report ridicules pre. 
audit by the Comptroller General, 
characterizing the result as: “Unem- 
ployment by Audit” ; but recommends 
that the Comptroller General should 
have full review power for fraud, 
pointing out: 

“In the final analysis, the Comp. 
troller General would have to dele- 
gate his reviewing to many thousands 
of investigators. By and large he 
could not recruit a more honest or 
more capable force than present pro- 
curement officers, and it would cer- 
tainly be less experienced. The men 
who made the contracts or who have 
administered them are the best per- 
sons to unmake them.” 


Agree on Cash Payments 

HEREAS the Senate Bill pro- 

poses a separate Director of 
Demobilization, the Baruch Report 
would retain in the Joint Contract 
Termination Board the duty of uni- 
fying and simplifying procedure, and 
of controlling regulations, instruc- 
tions, and interpretations. 

Both documents continue to show, 
as did S-1718, the need for imme- 
diate cash payments to contractors 
and sub-contractors upon termination, 
and advocate advance payments up to 
90% or 100% by the contracting 
agencies, as well as interim financing 
through direct governmental loans 
and government guaranteed private 
loans. Both provide for interest on 
termination claims to date of settle- 
ment, and the new Senate Bill con- 
tinues the provision for a 12% pet- 
alty for overpayment by government 
on account of termination settlements. 

The Baruch Report urges vigorous 
experimentation in company-wide set- 
tlements, advocated in June, 1943, in 
the Journal of Accountancy, and as 
recommended at the annual meeting 
of the Institute in October, 1943: 
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“There should be authority for 
treatment of all terminated contracts 
of one contractor at one time by one 
service where such procedure is fea- 
sible and appropriate.” 

Both the Baruch Report and the 
new Senate Bill recognize the special 
problems of sub-contractors, and en- 
courage provisions for their financing 
and methods of settlement. The 
Baruch report promises the early re- 
lease of a Standard Termination 
Article for Sub-contractors, supple- 
menting the existing Article for 
Prime Contractors, and recommends 
that sub-contractors be eligible for a 
new type of simplified “T” loan. 


Disposition of War Inventories 
and Facilities 


[N the transition from war to peace, 

there will be many finely balanced 
problems of conversion of facilities, 
materials, and manpower, which will 
require coordination, the establish- 
ment of an overall pattern, and 
administrative machinery to move 
quickly and in close cooperation with 
industry. 

At present, there is no adequate, 
coordinated machinery for the expe- 
ditious disposal of facilities and ma- 
terials. In some cases, cancellations 
already have impeded fabrication, by 
reason of the “traffic jam” within 
plants. Photographic evidence of this 
is available, and demonstrates the 
urgency of the problem, which will 
become more acute as time marches 
on. The disposal of government 
equipment in private plants is a re- 
lated problem. 

Plants must be cleared for the 
prompt resumption of peacetime ac- 
tivities. Before starting civilian pro- 
duction, in many cases, facilities must 
be reinstalled, realigned, tested, and 
adjusted, to assure smooth operation. 
Space is needed, both for equipment 
and materials; not new space, but 
space now occupied by war produc- 
tion facilities and materials. 


Authority Seems Lacking 


EANWHILE, the procurement 

agencies seem to be taking a 
stand against the physical transfer of 
materials or products to the govern- 
ment as an incident of termination; 
they seem to insist that contractors 
shall take over or dispose of such ma- 
terials and product to the end that 
the agencies may pay for the loss 
thereby entailed ; but no agency seems 
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lf You Had 3,000 War Contracts 


Subject To Termination— 


What Would You Do? 


Earl W. Nix, Treasurer, Lyon Metal Products Co., Inc., Aurora, 
lll., will tell the delegates to the WAR CREDIT CONGRESS at 
Omaha, Neb., just what plans his Company have made in prepar- 


ation for Termination Day. If you are facing this problem you 
should hear Mr. Nix. 


willing or able to authorize such dis- 
positions. 

There is urgent need for prompt 
legislation to solve the dilemma. 

The crying need for a Disposal 
Policy is clearly recognized in the let- 
ter of transmittal accompanying the 
Baruch-Hancock Report; it says: 

“Move out and store war materials 
from plants so as to make room for 
equipment and materials for civilian 
production. Centralize the control 
and disposal of surpluses of all types 
in such a way as to bring them into 
ready and effective use and insure 
orderly markets.” 

There appears as Appendix 2, ac- 
companying the Baruch-Hancock Re- 
port, a “Statement of Policy as to 
Removal and Disposition of Property 
in Connection with Contract Termi- 
nations of Joint Contract Boards.” 
which, broadly speaking, seems to 
assure a sane and practicable plan. 
It seeks to vest complete discretion in 
each procurement agency as to the 
manner and price of dispositions, sub- 
ject to rules and regulations of the 
Board. It provides for storage by 
contractors at the expense and risk of 
government, and otherwise seeks to 
expedite the solution of this difficult 
problem. This plan, it seems, could 
become operative under the authority 
given the Office of War Mobilization 
by directive, but it seems certain that 
procurement officers would much pre- 
fer to have specific enabling legisla- 
tion which would relieve them of 
present personal liability under exist- 
ing statute. 

Price Adjustment Boards seem to 
assume that they have the right to 
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include termination factors in renego- 
tiation. Probably, as terminations be- 
come increasingly significant, these 
Boards will require separate report- 
ing of these factors in order that the 
problem may be properly appraised. 
If termination profits are included in 
renegotiable profits, the base used to 
compute the percentage of retained 
profit must be adjusted commensu- 
rately. There is some justification, on 
the other hand, for viewing termi- 
nated contracts in the same light as 
C.P.F.F. contracts, and of segregat- 
ing and excluding them from renego- 
tiable business. However, there are 
reasonable grounds to assume that 
the Price Adjustment Boards calcu- 
late the reasonable percentage of re- 
tained profits on cost and not on sales, 
and that the reported percentage of 
retained profit on sales is merely a 
translation of results otherwise deter- 
mined. If this be so, then it must be 
to the definite advantage of contrac- 
tors, and rightly, to include the costs 
of terminated contracts in the aggre- 
gate costs of renegotiable business. 


Renegotiation of War Contracts 


HERE is no need to review the 

detailed provisions of the Renego- 
tiation Act. Most business men, and 
still more the accountants, have had 
to deal with it. Much has been writ- 
ten on the subject. The amendments 
introduced in the Revenue Act of 
1943 are, however, of immediate 
interest. 

The House Naval Affairs Commit- 
tee held hearings during June, 1943. 


(Continued on Page 24) 
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Congressman Brown Takes Exception to NACM 


Stand Against HR 3956 


National Association of Credit Men, 
Executive Offices, 

One Park Avenue, 

New York, N. Y. 

Gentlemen : 

1. I have received a copy of your circular of Feb- 
ruary 29, regarding H.R. 3956 and S. 1642, bills to 
provide that the absorption of exchange shall not be 
deemed the payment of interest on deposits, and I am 
surprised at some of the statements therein. Space 
and time do not permit me to answer every point raised 
in your communication, but inasmuch as your position 
appears to have been taken before all of the evidence 
available to the Committee was made public, I am pre- 
senting some aspects of the problem which you seem 
to have overlooked. 

2. The assumption that these bills authorize or en- 
courage or compel banks to do something which they 
have not been doing for a long time is completely false. 
These bills do not change any existing banking prac- 
tices. There is no law prohibiting absorption of ex- 
change. There is only a recent ruling of the Board of 
Governors of the Federal Reserve System. The bills 
merely state, in effect, that when Congress prohibited 
the payment of interest on demand deposits it meant 
just that and was not using this language to permit 
a back door approach to the question of exchange 
charging, exchange absorbing and par clearance. Gov- 
ernor Ransom himself testified that the practice of 
charging exchange was a diminishing one. (House 
Hearings, page 14.) The number of so-called “non- 
par” banks was smaller in 1943 than at any other time 
in 20 years. 

3. These bills were made necessary by the arbitrary 
action of the Federal Reserve in ruling, ten years 
after passage of the law prohibiting payment of inter- 
est on demand deposits, that absorption of exchange 
is such a payment. They have ruled this way notwith- 
standing the fact that when they tried to do this in 
1936, the Chairman of the Banking and Currency 
Committees of both the Senate and the House, the 
Chairman of the Ways and Means Committee of the 
House, and a large number of distinguished members 
of Congress informed them at that time that their 
interpretation was not in accord with the intent of 
Congress. The Federal Reserve was then forced to 
withdraw their interpretation. At that time they prom- 
ised that they would not reopen this matter wthout 
first giving Congress an opportunity to act. They broke 
their promise in 1943 by taking action while Con- 
gress was in recess. When we asked them in December 
to delay enforcement of their ruling until Congress 
could consider the matter and make known its views 
they refused and advised us that our only recourse 
was to amend the law. This we are seeking to do; 
not to change any banking practices, but to require 
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that a governmental bureau shall show due respect 
for the law and for the authority of Congress in the 
enactment of laws. And you call this “class legislation!” 

4. An overwhelming majority of the House Bank- 
ing and Currency Committee and of the House itself 
voted for the bill because of the conclusion, reached 
after extended study covering nearly three months, 
with 19 days of actual hearings and over 750 pages of 
testimony, that the Federal Reserve Board’s ruling 
was not good law and the bill was the only effective 
means of correcting the error. 

5. Your concern about the concentration of banking 
funds in the financial centers loses sight of the fact that 
the Federal Reserve complained that the balances were 
going elsewhere than in the financial centers. Further- 
more, the growth in interbank deposits in recent years 
has not been even proportional to the growth of total 
deposits in the banking system. Insofar as the dangers 
of speculative users of funds are concerned, the Securi- 
ties Act of 1933 and the Securities and Exchange Act 
of 1934, as well as other amendments to the law, give 
to the Federal Reserve ample powers with which to 
deal with speculative developments. If the powers are 
not adequate the Federal Reserve is derelict in not 
coming to Congress for correction. 

6. The Federal Reserve in testifying before the 
House Committee on Banking and Currency denied 
that the purpose of their action was to enforce uti- 
versal par clearance (House Hearings, page 14), but 
their nation-wide campaign against my bill has been 
waged primarily on that issue. They are seeking to 
impose universal par clearance and you are support- 
ing them in their action despite the fact that Congress 
has not given them any such authority and the Su 
preme Court has held that they have no such duty. 
(Farmers and Merchants Bank of Monroe, North 
Carolina, et al vs. Federal Reserve Bank of Richmond, 
262 U. S. Rep. 649.) I am surprised to find an asso- 
ciation of business men advocating and favoring legis- 
lation by governmental bureaus rather than through 
our constitutional, legislative processes. I should think 
that as a matter of principle you would insist upon 
positive legislative action to establish the authority of 
a government bureau to interfere with business prac- 
tices. If you are willing to lend your support to a 
bureaucratic assumption of power detrimental to large 
areas merely because the objective happens to be one 
which you advocate and because it does not interfere 
with your own activities, what hope do you have of 
rallying support when those rules which go beyond 
the intent of the law happen to interfere with your oper- 
ations? What justification would you have to come 
to Congress to complain if some agency should rule 
that the granting of credit to one customer and not 
to another was’an indirect price differential and there- 

(Continued on Page 10) 
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NACM Replies to Congressman Brown and Tells 


Why It Opposes Exchange Charges on Checks 


Hon. Paul Brown 

Committee on Banking and Currency 
House of Representatives 
Washington, D. C. 


Dear Sir: 

We shall begin our reply to your letter of March 
15 by a suggestion in response to the last sentence in 
your letter. It is our desire at all times that responsible 
people who hold views in opposition to those of our 
members be given the opportunity to present their views 
to our membership. The best means for you to present 
your reasons for the legislation to our membership is 
through an article which we would publish in our offi- 
cial publication, CREDIT AND FINANCIAL MANAGEMENT. 
This publication goes not only to our members but has 
an additional outside circulation. We would suggest 
you prepare an article favoring the legislation which 
we would publish, and then we would also publish an 
article in opposition to the legislation. This is the Amer- 
ican way of open debate on a piece of legislation about 
which there are honest differences of opinion. 

If you are agreeable, we would like to make one or 
two suggestions to you, not by way of criticism, but 
there are certain things in your letter which in the 
interest of brevity and conciseness might well be elim- 
inated. This would only be a suggestion because we 
would not under any circumstances want to restrict you 
in any way in your article. We have reference in par- 
ticular to your description of how bank checks are 
cleared. This information is general knowledge to all 
of our members, who are exceptionally well informed 
on banking practices. 

Preliminary to a more specific response to your letter, 
we think it is fair to give you a few facts about the 
policy of our organization. First, we are never inter- 
ested in any political discussion nor do we wish to inter- 
pose ourselves in any fight between different branches 
of government. Secondly, we are definitely interested 
in sound banking and our bank check currency system. 
We fought vigorously for the enactment of the legis- 
lation that gave this nation the Federal Reserve System 
and from that time to this we have specialized in our 
educational programs on the study of banking prac- 
tices, central banking systems and commercial credits. 
We have, ever since our organization, been opposed to 
exchange charges. We have never been opposed to ser- 
vice charges but, on the contrary, have repeatedly in- 
dicated the need of adaquate service charges for bank- 
ing institutions but have vigorously sought to protect 
the circulating currency of this country, namely, bank 
checks, from exchange charges. Our general policies 
are naturally in the interest of our membership but we 
think we can fairly say that the temporary or expedient 
interest of our membership is not a controlling factor. 
Our primary interest is a sound banking system and a 
sound bak check currency system for, without both, 
credit might be in jeopardy. 

The passage of this legislation may temporarily save 
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money for some of our members, principally those rep- 
resenting large organizations, but these members who 
are now the beneficiaries of the absorption of these 
exchange charges see the great inherent danger in spe- 
cific Congressional approval of exchange charges. They 
know that the passage of this legislation will cause the 
practice of making exchange charges to grow and they 
are seriously alarmed over the effect of this expansion 
on the general acceptance of bank checks as a par cir- 
culating medium. 

For convenience, we have numbered the paragraphs 
in your letter so as to expedite a reply and enable you 
to make the proper application of our thought and our 
convictions. 

As to paragraph (1) our action in opposition to the 
bill was taken after mature deliberation and study not 
only of the testimony before the House committee but, 
what is more important, of the general evolution of the 
banking practices in this nation during the past half 
century. 

As to paragraph (2) obviously there are fewer banks 
in the country today than there were years ago and 
there may be fewer institutions making exchange 
charges. However, the items upon which exchange 
charges are levied are growing in number. We do not 
have a survey before us but we reached this conclusion 
inevitably because of the increasing number of com- 
plaints we receive from our membership. 

Paragraph (3), as well as some of the material in 
paragraphs (12) and (20), discusses certain agree- 
ments or understandings between different agencies of 
government. As we stated above, we are not interested 
in taking sides in this fight from the standpoint of 
favoring one or another group. Our interest is solely 
in keeping in bounds check exchange charge practices 
and, through educational means and by common agree- 
ment, and if necessary by legislation, to work towards 
their elimination. 

As to paragraph (4) we carefully reviewed the de- 
sirability of stating our case before the House, but in- 
adequate time for preparation caused us to reach a 
decision that we could make a better factual presenta- 
tion before the Senate committee. This may account 
for the position we and our members hold not being 
more generally understood by the House members. We 
are sorry we did not present our views to your com- 
mittee. 

With respect to paragraph (5) you have ample au- 
thority in Washington as to the reason why interest on 
demand deposits was prohibited and these authorities 
make the same point we make as to concentration of 
funds. 

As to paragraph (6), with respect to the latter half 
of the paragraph, and as to paragraph (21), our record 
in support of constitutional and legislative processes 
over half a century is such that these statements need 
no comment. If after all this period of time we might 

(Continued on Page 20) 





BRE ge Sm eh StS ote ee . . . May, 1944 








Congressman Brown Objects 
(Continued from Page 8) 


fore a violation of its regulations—for instance, price 
control? If you want universal par clearance the prop- 
er constitutional procedure is to introduce a bill into 
the State Legislature or Congress to that effect where 
the matter can be considered on its merits. 

7. Checks are the chief currency of the people. The 
banking profession has devised a system whereby these 
checks are readily acceptable anywhere in the country. 
The expense incurred in operating the system for all 
practicable purposes is borne by the banks but actually 
it falls upon the depositors through the operation of 
the service charge schedule imposed by nearly all banks. 
' Not everyone has to pay these service charges. Those 
depositors who maintain balances in satisfactory rela- 
tionship to the activity of their accounts make it “worth- 
while” for their banks and, therefore, do not have to 
pay service charges. 

8. The ruling under Regulation Q in effect says the 
banks may continue to provide these services and absorb 
the costs thereof with the exception that one particular 
item of cost may not be absorbed no matter how profit- 
able the account may be. This particular item of cost 
is the service charge which some banks make for trans- 
ferring the funds in payment of a check from the bank 
upon which the check is drawn to the bank by which 
it is collected. While all other expense may be borne 
within the banking system, if the banks so choose, 
this particular item of expense, under the ruling, must 
be borne by the payee of the check. Under another 
ruling of the Federal Reserve Board banks in Indiana 
and Michigan and other States with tax laws on in- 
tangibles extending to bank deposits may absorb the 
tax levied by the State upon depositors’ balances. This 
tax is not levied upon all depositors but upon only 
those subject to it and the banks may pay it if they 
choose to do so. It is an amazing inconsistency that 
this absorption is ruled to be not interest, not “com- 
pensation for the use of funds,” whereas the tax levied 
by banks for the transfer of funds to other banks is 
ruled so to be. In this connection, I point out in your 
letter an error which has also been made by many of 
those who have opposed this bill. Member banks are 
specifically authorized by section 13 of the Federal 
Reserve Act to levy exchange charges and, they so do. 
The only restriction is that such charges may not be 
levied against the twelve Federal Reserve banks. 

9. The ruling of the Federal Reserve strikes directly 
at some 2500 so-called “non-par” banks as well as at a 
number of so-called “par” banks which charge ex- 
change on direct sendings, and will wipe out a large 
number of them. What basis do you have for saying 
that these country banks, mostly small banks—more 
than 2400 with deposits of less than $2,000,000—locat- 
ed in widely scattered parts of the nation and operating 
under all kinds of conditions, shall conform to a set 
pattern of doing business or go out of business? That 
communities which cannot conform to your desires 
must do without banking facilities? 

Here is the way the check-clearing works: 

10. Before the Federal Reserve ruling. A farmer in 
Georgia draws a $50.00 check upon the Bank of Any- 
town and sends it to a mail order company in Louis- 
ville as payment for a purchase. The mail order com- 
pany deposits the check in a Louisville bank and 
receives credit for $50.00. The Louisville bank sends 
the check to its correspondent in Chattanooga for 
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credit. The Chattanooga bank credits the Louisville 
bank with $50.00 and sends the check to the Bank of 
Anytown with the request that it receive, not credit, 
but payment either in Chattanooga funds or funds 
available at some designated point acceptable to Chat- 
tanooga. The Bank of Anytown is obligated to pay 
$50.00 for the check in Anytown, but not elsewhere 
and when complying with Chattanooga’s request it 
transfers the funds less the customary exchange charge 
of one-tenth of 1 per cent, or five cents, deducted in 
reimbursement for the extra service. Fifty dollars can 
not be mailed from Anytown to Chattanooga for five 
cents and, consequently, the Chattanooga bank is well 
satisfied to receive $49.95 for the check and charge the 
five cent exchange or service fee to expense because of 
the definite advantage it has realized in having its cash 
and loanable funds increased. 

11. At the end of the month the Chattanooga bank 
does not charge the Louisville bank for that five cents 
or for any other expense if the latter’s balance is large 
enough to support its activity. If the balance was not 
large enough the Louisville bank would be charged for 
whatever costs above a reasonable amount the Chatta- 
nooga bank bore, for whatever reason, in handling 
the Louisville bank’s account. Similarly, whether or 
not the Louisville bank actually charged the mail order 
company anything would depend upon the service 
charge schedule in effect and the profitability to the 
bank of the mail order company’s account. 

12. Concerning this whole operation, the Federal 
Reserve says: (1) this five cents charge of the Bank 
of Anytown is a “shaving of the currency;” (2) the 
absorption of that five cents by the Chattanooga bank 
is a “secret rebate;” (3) it is a payment of interest; 
and (4) it is a “gouge.” 

13. First, as to “shaving of the currency.” A $50.00 
check was drawn for payment of an obligation. The 
firm receiving that check deposited it in its bank and 
received credit for $50.00—full credit. Is that “shav- 
ing of the currency ?” 

14. Second, as to the “secret rebate.” The practice 
of charging exchange is specifically authorized by the 
Federal Reserve Act as well as by numerous State 
Laws and is recognized legally as a long-standing 
practice. The practice of charging and of absorbing 
exchange has also been a long-established practice dis- 
tinct from the payment of interest just as is the prac- 
tice of absorbing other expenses for “valued” custom- 
ers. The almost universal system of service charges 
permits each customer in a given bank to know what 


. “free” services he can expect and how much he will 


have to pay and to know also that he is getting exactly 
the same treatment, relatively, as any other customer. 
But if one of the costs absorbed according to the estab- 
lished schedule happens to be an exchange charge, that 
is called a “secret rebate.” If the latter is a “secret 
rebate,” then even more so is every individual trans- 
action between a bank and its customer a “secret re- 
bate” because one of the characteristics of banking 1s 
the adaptation of service and terms of borrowing to 
individual customers and their needs. If absorption of 
exchange charges which are standard and well known 
can be classed as a “secret rebate” by the Federal Re- 
serve, then it and other government agencies may rule 
that the granting of credit at a preferential rate to any- 
one is also a “secret rebate.”” Such a ruling might easily 
be extended to your members’ businesses. There would 
appear to be no reason to confine it to banks alone. 


(Continued on Page 22) 
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a cold January day in a mid- 

western city, and it was the 

kind of an evening that a sen- 
sible person would prefer to spend 
in front of a roaring fireplace rather 
than on the street. 

In a cozy apartment located in one 
of the better residential districts, four 
men were seated around a card table. 
From the scattered cards on the table 
it could be seen that a hand had just 
been completed. 

We might introduce these men as 
Jones, Black, Smith and Frank, in- 
asmuch as names meant very little to 
them. At least, those were the names 
being used at the present time. 

Intently watching the game, while 
she sipped on a highball and smoked 
a cigarette, was a girl whom they 
called Myrtle. 

As winner of the pot, Jones 
dragged in the chips from the center 
of the table and remarked to his fel- 
low players: 


The snow had drifted deep on 
. 


Appearances Are Deceiving 


" HAVE just proved to you fel- 

lows that appearances are de- 
ceiving. Two of you had me beat, 
but because I put up a good front 
you thought I had something in the 
hole. Well, that leads up to the sub- 
ject for which I called you together 
this evening. If Myrtle will get us 
another drink, we will discuss busi- 
ness for a while. 

“A couple of weeks ago, I told you 
that I believed we should get out of 
this carnival racket for a while and get 
into some other line. There is not 
the money in it that there used to be 
and the pickings are getting tough. 

“Well, I have been looking around 
a bit and I think I have just the 
thing where we can clean up some 
teal dough. Not much work, no risk 
—and in two or three months we can 
retire for a year on some sandy beach 
under the palm trees. Might find a 
Hula girl, eh, Myrtle?” 
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Buying for a Bust 


of F tabled Piiiies Us Hiosd Step 


By HAROLD H. BAILEY 


Supervisor of Central Division, Fraud Pre- 
vention Department, NACM 


With flashing eyes, Myrtle an- 
swered, “Lay off the Hula girls and 
get on with the story.” 

Jones continued, “Well, here it is. 
I have been talking with an old fel- 
low who runs a store on XY Ave- 
nue. His business consists of retail, 
wholesale and some exporting. He 
has been there for twenty-five years, 
and as he had made a little stake is 
ready to retire. He does a good busi- 
ness, has a clean stock and, best of 
all, A-l credit. He does not owe 
anyone, unless it is a few dollars con- 
tracted since the first of the month. 
He has always paid his bills promptly 
and therefore is well regarded by the 
people he buys from. 


Trade Name as an “Asset” 

S¢X TOW, this is the idea. As I said, 

he is ready to sell now and re- 
tire to the Coast. I told him that I 
would pay cash for his stock, with 
the understanding that I could con- 
tinue to use the firm name. Gave 
him the line as to how valuable it 
was—and it is, but not for the reason 
I gave him. 

“This is what we do. I pay cash 
for the store. We go in and operate 
it and he goes West and lives with 
his son. There is no publicity re- 
garding the sale, for I explained to 
him that it would help us to retain 
his customers if they thought they 
were still dealing with the old firm. 

“He has agreed to this, and no no- 
tice will be sent to the firms from 
whom he has purchased his merchan- 
dise. We will use his letterheads, or- 
der forms, etc., and everyone will 
think that he still owns the business. 

“Now comes the payoff. We. or- 
der merchandise, a lot of merchan- 
dise, and sell some of it through the 


ll 


same channels that he did. Enough 
of it at prices that will keep a good 
front, but the rest goes through con- 
tacts I have made. That is where 
you fellows come in. I have a job 
for each of you. 


A Special Job for Each 


“M YRTLE and I will run the 

office and see to getting the 
goods. Black, you are to handle the 
retail end of it. I have contacted two 
brothers who are working for this 
firm now. I have looked these fel- 
lows up and felt them out. We can 
use them by giving them a little ex- 
tra coin, but just as little information 
as possible. They will see in time 
that something unusual is going on, 
but I can take care of that. One of 
these brothers will help you in the 
retail store. 

“Now, Smith, this is where you fit 
into the picture. You will handle the 
packing, shipping and _ receiving. 
This is an important job and we 
don’t want any outside help. If you 
get behind we will all help out eve- 
nings after closing time. Help 
around the store may see boxes of 
merchandise coming in, but they 
won’t know what is in the boxes 
either coming in or going out. The 
wholesale line of the business gives 
us a fine out for the goods. 

“Frank, you take care of the 
wholesale end of it. This older 
brother will help you there. He has 
been contacting their regular cus- 
tomers for years. As I said before, 
he will be taken care of and will con- 
tinue calling on and selling the old 
customers. Before we are through 
we may give him some prices that 
will really move the stuff, but to 
start with we won’t go much below 
the market price. I will put you in 
touch with my contacts so that you 
can get rid of everything we get in. 

“That is about the setup. Of 
course, there are some details which 
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will have to be worked out, but they 
can be taken care of later. Guess 
you all get the idea. We get mer- 
chandise on the credit of the old firm 
and turn it into cash. We. get the 
dough and blow for a nice vacation. 
Now, are there any questions? 


“What have you got to say, 
Black?” 


Wanted a Clear Road 


LACK lit a cigarette before re- 

plying. “You said you were go- 
ing to pay cash to the old guy for the 
business. Why don’t you hold out 
half of it and let him holler with the 
rest. Seems to me we are giving 
away a lot of good dough.” 

Jones replied, “All right. I will 
answer that one for you all. That 
old guy has to be satisfied in every 
way. I want him out of the business 
clean and with his best wishes for the 
new owner, which is me. I don’t 
want to owe him a cent and if any- 
one should ask him about the fellow 
that bought the business, I would be 
O. K., see? 

“We have a good fall stake which 
we will use to pay the old guy and 
make a good bank deposit. Myrtle 
and I will take care and see that the 
banking statement will reflect a good 
business condition. That suit you 
all right?” 

“All right, I will close the deal to- 
morrow and then we will get to work. 
The same split goes on this job as it 
has in the past.” 


What Credit Interchange Shows 


GROUP meeting of the Blank 

Association of Credit Men had 
just been called to order and the 
Chairman asked those members pres- 
ent if there were any matters to be 
discussed. 


Mr. Gray, representing a large 
manufacturing concern, arose from 
his seat at the table and said, “I 
would like to know whether any of 
you gentlemen have had any experi- 
ence lately with U. R. Safe & Com- 
pany.” 

Six of the gentlemen raised their 
hands and the Chairman called on the 
credit man of a big jobbing house. 

The gentleman started off his re- 
marks by saying that he was going 
to bring up this same account for 
discussion. He further stated that, 
“We have been selling this store for 
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Post War Financial Policies 


Harold G. Moulton, President, Brookings Institution, Washing- 


ton, D. C., has just completed an extensive study on the Post- 


war Financial Problems of Business. This study was made in 


conjunction with Senator George's Postwar Planning Commit- 


tee of the U. S. Senate. Mr. Moulton will tell of his findings at 


the War Credit Congress at Omaha on May 16-17-18. 


more than twenty years. They al- 
ways paid their bills promptly, and 
when I got an order from them about 
ninety days ago, I did not bother to 
call for a report on them. When this 
account was past due and I could not 
get anything out of them by cor- 
respondence, except promises which 
they did not keep, I got a Credit In- 
terchange report. I have it with me 
today. It is very enlightening. They 
have been buying all over the coun- 
try and most of it is past due. I 
want to know what has happened 
down there and who is this fellow 
Jones that signs himself as manager.” 

A general discussion disclosed the 
fact that all of them had had about 
the same experience with this con- 
cern. 


Information Was Late 


HE Chairman expressed himself 

in the following words, ‘“Gentle- 
men, it looks as if we have a bad 
mess here. We might have avoided 
it if we had called for a Credit In- 
terchange report before we shipped, 
but their past paying record entitled 
them to this credit. You seem to be 
agreed that the thing to do now is 
call on the Fraud Prevention Depart- 
ment for an investigation to deter- 
mine what actually took place. I will 
take care of this and you gentlemen 
will be called on to furnish any in- 
formation or documents that will fur- 
ther this investigation.” 

A representative of the Fraud 
Prevention Department of the Na- 
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tional Association of Credit Men sat 
in conference with government off- 
cials. He said, “There it is, gentle- 
men. These fellows got all the mer- 
chandise they could on the credit rat- 
ing built up by Safe & Company over 
a period of twenty-five years. The 


creditors did not know that this con- . 


cern had changed hands and sup- 
posed they were dealing with Mr. 
Safe. The merchandise that these 
racketeers got came in the front door 
and went out the back door to fences 
all over the country. True, some of 
it went into legitimate channels, but 
none of the cash received has been 
accounted for. They simply locked 
the front door and left when things 
commenced getting hot. Their pres- 
ent whereabouts are unknown.” 


All Are Found Guilty 


O go into detail of the work done 

by government agents as well as 
investigators of the Fraud Preven- 
tion Department in locating these 
fugitives would make this story al- 
most book length. I think it is suffi- 
cient to say that they were all appre- 
hended and convicted. Two of them 
were located in the northwest, an- 
other in the southwest part of the 
country. Three were arrested in the 
middle west and the seventh in an 
industrial city on our northern boun- 
dary. 

The case was so well prepared and 
presented that all the defendants en- 
tered pleas of guilty and were sen- 
tenced to prison and jail terms. 
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Industry Programs at Omaha 


Mectings Shel bd by 26 Important Groups 


and post-war periods is of major 

interest to all businesses. Most 

credit executives know from ex- 
perience the effects war has on busi- 
ness and the credit structure of the 
nation. 

In Omaha, Nebraska, May 16, 17 
and 18, there will be convened the 
War Credit Congress. This Congress 
will specialize on the careful analysis 
of credit as it affects us in the present 
war and into the post-war credit 
problems. It is not possible to state 
when the war will end but all busi- 
nesses must plan for it. 

This Credit Congress is going to 
bea working meeting not only in the 
general sessions, but also in considera- 
tion of credit problems in twenty-six 
different Industry Meetings. 

Wednesday, May 17, will be de- 
voted entirely to Industry Meetings. 
The purpose of these meetings is to 
consider, discuss and plan to meet de- 
velopments applicable to the Industry 
Group concerned. The programs will 
be under the direction of the Com- 
mittees representing each Industry. 
Each Group will have outstanding 
speakers, some who are experts with- 
in their Industry, and others from 
the outside. There will be open forum 
meetings giving those attending an 
opportunity to present their views. 


* The importance of credit in war 
k 


Interest Is Manifest 


[NTEREST in these meetings is 

manifest in the inquiries and sug- 
gestions received. The importance of 
these gatherings cannot be over- 
emphasized. They give credit execu- 
tives an opportunity of hearing and 
entering into discussions of subjects 
cf vital interest to them and to their 
associates. 

Whatever your line of business, 
make it a point to attend the Meeting 
applicable to your line of endeavor 
on May 17. 

Meeting plans are nearing comple- 
tion. The Committees have per- 
formed in a splendid manner and out- 
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standing programs are in store for 
those attending. 

If a meeting has not been scheduled 
for your immediate Industry, plan to 
attend one closely allied with your 
particular business. You will be wel- 
come at any or all of them. 

Following are the various pro- 
grams scheduled : 


ADVERTISING MEDIA 


L. F. Sullivan, of the Des Moines 
Register and Tribune, has arranged 
for a morning and afternoon pro- 
gram for his industry. The morn- 
ing session will take up two impor- 
tant subjects, namely, “The Effect of 
Rationing on Space Contracts” and, 
next, “Contracts, Orders, Cancella- 
tion Clauses as Affected by War 
Conditions.” During the afternoon 
there will be an open discussion start- 
ing at 2:15 with the following items 
slated for consideration: ‘“Coopera- 
tion with Sales Department”; 
Changes in Credit Department Op- 
erations Under Present Conditions” ; 
“After the War, What?” “Transient 
Credit Problems”; “Forms and Let- 
ters.” 


AUTOMOTIVE AND PETROLEUM 


The Auto Parts Wholesalers and 
the Petroleum Refiners are meeting 
jointly as in other years. Chairman 
D. A. Grant, Socony-Vacuum Oil 
Company, Chicago, has arranged an 
excellent program. 

E. V. Kidd, The Studebaker Cor- 
poration, South Bend, Ind., will speak 
on “The Automotive Industry—To- 
day and Tomorrow”. 

C. H. Day, General Manager, Mod- 
ification Center, Glenn L. Martin 
Company, Omaha, will speak at the 
Industry Luncheon. His topic will be 
“China and Japan.” Mr. Day has 
spent many years in both Japan and 
China prior to Pearl Harbor and is 


13 


well qualified to talk on this interest- 
ing and timely subject. 

Following a discussion on “Farm 
Accounts,” a movie entitled “The 
Third Front” will be shown through 
the courtesy of Socony-Vacuum Oil 
Company of Omaha. 

R. R. McCoy, General Credit Man- 
ager, Gulf Oil Corporation, Pitts- 
burgh, will present “The Post-War 
Picture.” 

Here are a few of the topics which 
will be discussed in Round Table 
fashion—Rationing Problems, Regu- 
lation W, Manpower, Taxes, Bad 
Debts, Motor Carriers, Credit Cards. 


BANKERS FORUM 


R. R. Ridge, Vice President of 
the Omaha National Bank and Chair- 
man of the Bankers’ Committee for 
the Omaha War Credit Congress, 
has announced the following program 
for Wednesday afternoon, May 17th, 
starting at 2:30 P. M.: “RFC in the 
Postwar Period,” Herbert S. Daniel, 
Manager, Omaha Branch, RFC; “V 
and VT Loans,” Lt. Col. Frederick 
K. Trask, War Department Liaison 
Officer, Federal Reserve Bank of 
Kansas City; “Termination of War 
Contracts,” C. D. Saunders, Vice 
President, First National Bank of 
Omaha, and Major Lue C. Lozier, 
Chief of Legal Section, Contract 
Termination Branch, Office of Chief 
Engineers, Washington, D. C. 


BREWERS, DISTILLERS AND 
WHOLESALE LIQUOR 


Chairman O. A. Wangerin, Griese- 
dieck Bros. Brewing Company, St. 
Louis, reports Arthur C. Storz, Vice 
President and Sales Manager, Storz 
Brewing Company, Omaha, will talk 
on “Progress of the Credit Situation 
in the Past Year.” 

N. S. Davis, Bohemian Distribut- 
ing Company, Los Angeles, will speak 
on “After Victory—What ?” 

The afternoon session will open 
with an address by C. B. Rairdon, 
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Assistant Treasurer and General 
Credit Manager, Owens-Illinois Glass 
Co., Toledo. His subject will be 
“Customers Relations During the 
Emergency.” R. L. Saylor, Falstaff 
Brewing Corporation, St. Louis, will 
speak on “The Future—What Can 
We Do in Our Industry to Prepare 
for It?” 

“The War and Its Effect on the 
Credit Policies of Our Industry”; 
“Credit Hazards of War Industries” 
and “Maintaining Goodwill of To- 
day’s Customers” ‘are topics selected 
for Open Forum Discussion. 


BUILDING MATERIAL 
AND CONSTRUCTION 


A very interesting program is be- 
ing planned which tentatively includes 
presentations on “What Will Be the 
Effect on Our Industry When the 
Change Comes from a Seller’s to a 
Buyer’s Market?”, “What Will Be 
Expected of New Contractors After 
the War—From the Standpoint of 
Finance Ability, to Figure Costs, 
Engineering Capabilities, etc.” and 
“Organization of a Construction 
Group.” 

A joint luncheon and afternoon 
session will be held with the Plumb- 
ing, Heating, Refrigeration and Air 
Conditioning; Non-Ferrous Metals, 
Raw Materials and Allied Lines; and 
Iron and Steel Industries. Following 
luncheon, there will be an address 
on “Post-War Credits” by Willard 
Becker, Auditor, Norton Door Closer 
Company, Chicago. 

“Termination of Government Con- 
tracts” will be the subject of an ad- 
dress by Major L. C. Lozier, Chief 
of Legal Section, Contract Termina- 
tion Branch, Office of Chief Engi- 
neer, Washington, D. C. 

Professor Karl M. Arndt, College 
of Business Administration, Univer- 
sity of Nebraska, Lincoln, Nebraska, 
will speak on “National Income as a 
Factor in Credit Analysis.” 


CEMENT 


“War Problems and Post-War 
Planning for the Cement Industry” 
and “Current Problems and Prob- 
lems of the Transition Period” are 
subjects scheduled for General Dis- 
cussion. K. S. Bates, Universal Atlas 
Cement Company, Kansas City, Mis- 
souri, is War Credit Congress Chair- 
man, and will preside as general 
chairman of the sessions. A. B. 


Wells, Universal Atlas Cement Com- 
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pany, New York, is Eastern Divi- 
sion Chairman. John Quincy Adams, 
Bessemer Limestone & Cement Com- 
pany, Youngstown, Ohio, is Central 
Division Chairman. E. W. Strange, 
Lone Star Cement Corporation, Bir- 
mingham, Alabama, is Southern Di- 
vision Chairman. The entire Com- 
mittee is working closely with E. 
Balestier, Jr., Group Secretary, in 
making final arrangements. 


CONFECTIONERY MANU- 
FACTURING 


“Maintaining Credit Terms Under 
Present Conditions, and Can Stand- 
ard Terms Be Established for the 
Confectionary Industry?” will be the 
subject of an address by A. H. 
Mader, American Chicle Company, 
Long Island City. “The Shifting 
Population Now and After the War, 
and Its Effect on Our Customers” 
will be presented by I. R. Wagar, 
E. J. Brach & Sons, Chicago. 

Frank P. Fogarty, General Man- 
ager, Omaha Chamber of Commerce, 
Omaha, Nebraska, will speak on a 
subject to be announced. 

W. H. Hottinger, Jr., Bowey’s 
Inc., Chicago, has selected “The Al- 
phabet Soup Agencies—Their Rules, 
Regulations and How They Affect 
Our Customers” as his subject. 
“Present Day and Post-War Prob- 
lems of the Candy and Tobacco Job- 
ber—Ways in Which the Credit Ex- 
ecutive Can Help” will be presented 
by M. A. Venger, M. Venger & Sons, 
Omaha. 

Chairman W. F. Sherrill, Nutrine 
Candy Company, Chicago, announces 
many other topics will be discussed 
generally. 


DRUG AND CHEMICAL 


“Treatment of Credit in Periods of 
Transition” will be the subject of an 
address by G. M. Nixon, E. R. 
Squibb & Sons, Brooklyn, New York. 
“Taxes and Their Effect on Busi- 
ness” will be presented by W. L. 
Pierpoint, President, Association of 
Omaha’s Taxpayers. 

H. W. Adkins, Executive Vice- 
President, Yahr-Lange, Inc., Mil- 
waukee, will speak on “Post-War 
Planning—Ten Point Plan for the 
Post-War Period.” 

An address of welcome will be de- 
livered by E. T. Carlson, Johnson & 
Johnson, Chicago. Several hours are 
being allowed for Round Table Dis- 
cussion. 
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ELECTRICAL AND RADIO 


Highlights of the morning session 
will be an address by C. L. Kirkland 
Executive Vice-President, Omaha 
industries, Inc., Omaha, on “Renego. 
tiation of Government Contracts” and 
one by W. C. Rathke, Nebraska 
Power Company, Omaha, who will 
speak on “The Electrical Industry and 
the Returning Service Man.” 

The afternoon session will open 
with a talk by J. T. O’Neill, Wes 
Publishing Company, St. Paul. His 
subject will be “The Credit Depart. 
ment as a Builder of Good-will.” 
Mr. O’Neill has written many inter. 
esting articles for “Credit and Finan. 
cial Management.” 

An Open Forum Discussion will 
be conducted by R: H. Davis, Gen- 
eral Electric Supply Corporation, 
Boston, on “Preparedness for Recon- 
version and Post-War Operations,” 
including “Credit Appraisal of In- 
dustry After 2%4 Years of War’; 
“Financial Problems Facing Industry 
During Transition Period”; Govern- 
ment Regulations”; “Financing Fa- 
cilities” ; “Post-War Thinking” ; “In- 
dustry Problems and Procedure”; 
“What Protective Legislation Need- 
ed” and “Association. Matters.” 


FINE PAPER 


Chairman Charles W. Hess, Sea- 
man-Patrick Paper Company, De- 
troit, announces that most of the 
morning session will be taken up with 
Round Table Discussions. 

The Group will meet with the 
Paper Products and Converters ina 
joint luncheon session, to be followed 
by an address by E. A. Throckmor- 
ton, Director of Sales Research, Con- 
tainer Corp. of America, Chicago. 
His subject will be “Post-War Prob- 
lems and Outlook for the Paper 
Industry.” 

Elton C. Laucks, Resident Partner, 
John M. Gilchrist Company, Certified 
Public Accountants, Omaha, Ne 
braska, will speak on “Post-War 
Government Finance and Taxation 
Outlook.” In the afternoon there will 
be an Open Forum Discussion of 
“War and Post-War Problems.” 


FOOD PRODUCTS AN ALLIED 
LINES MANUFACTURING 
“Advantages and Disadvantages of 
Field Warehousing” will be pre 
sented by G. Earl Bristere of the 
American Sugar Refining Company, 
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New Orleans. “Consolidations and 
Mergers” will be the subject of an 
address by W. E. Mueller, Morton 
Salt Company, Chicago. Earl N. 
Felio, Colgate-Palmolive-Peet Com- 
pany, Jersey City, who has in the past 
been very actively engaged as Chair- 
man of the Legislative Committee of 
the New York Credit Men’s Associa- 
tion, will talk on “Par Clearance of 
Checks.” 

“Balance Sheet and Operating 
Statement Analysis” will be the sub- 
ject of a talk by A. H. Schirmer, 
American Sugar Refining Company, 
New York. The afternoon session 
will open with a talk by Paul M. 
Milliams, Director of Public Rela- 
tions, American Credit Indemnity 
Company of New York, Baltimore, 
on the subject of “Reconversion and 
Credit Man’s Job in the Post-War 
Era.” 

There will be an Open Forum Dis- 
cussion of Current Problems, fol- 
lowed by a discussion of accounts 
submitted in advance by those who 
expect to attend. 

The Directors of the National 
Food and Allied Products Group will 
hold a Board Meeting, Tuesday after- 
noon at 4:00 P.M. at the Paxton 
Hotel, according to an announcement 
ty Chairman C. A. Armstrong. 


FOOD PRODUCTS AND CON- 
FECTIONERY WHOLESALERS 


Chairman Fred A. Cates, Arden 
Farms Company, Los Angeles, re- 
ports a number of interesting talks 
on his program. “The Issue of Par 
Clearance” by Wallace N. Rainville, 
Secretary, First Acceptance Corpora- 
tion, Minneapolis, will be the first 
presentation. “Taxes—Present and 
Future—As They Affect the Credit 
Manager and His Customers” will be 
the subject of an address made by 
Alexander McKie, Corporation At- 
torney, Omaha, Nebraska. 

“Comprehensive Liability and Blan- 
ket Fidelity Coverage” will be the 
subject of an address by an Insurance 
Executive. Paul M. Milliams, Amer- 
ican Credit Indemnity Company of 
New York, Baltimore, will talk on 
“New Directions for Credit Manage- 
ment.” 

Following luncheon, Noah Falb, 
Food Rationing Officer, Office of 
Price Administration, Omaha, will 
speak on “Food Rationing—Present 
and Future.” The subject “Future of 
the Independent Grocer” will be cov- 
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ered by John Ledbetter, Northrup, 
King & Company, Minneapolis, 
Minn. T. B. Hendrick, Secretary, 
Collins-Dietz-Morris Company, Okla- 
homa City, Oklahoma, will be Inter- 
locutor at Round Table Discussion on 
subjects pertaining to “War and 
Post-War Problems.” 


FOOTWEAR 


Delegates will meet in joint session 
with the Wearing Apparel Industry 
during the day and will hold a sepa- 
rate meeting and dinner on Wednes- 
day evening. 

Plans and program arrangements 
for this separate meeting are in the 
hands of Chairman W. B. Morrison, 
Stetson Shoe Company, South Wey- 
mouth, Mass., and Vice-Chairman 
Miss Beatrice Beste, Milius Shoe 
Company, St. Louis, and G. C. Stew- 
art, Krippendorf-Dittman Company, 
Cincinnati, Ohio. 

Much interest is being shown in 
this separate Footwear Meeting be- 
cause of the many wartime problems 
which are being encountered each 
day. A record attendance is expected 
at both the Wearing Apparel and 
Footwear Sessions. 


HARDWARE MANUFACTURING 


Chairman H. H. Hummel, Na- 
tional Screw & Manufacturing Com- 
pany, Cleveland, reports J. J. Carroll, 
Treasurer, Cleveland Tractor Com- 
pany, Cleveland, will speak on “Set- 
tlement of Cancelled War Contracts.” 
“The Effect of Renegotiation on Bal- 
ance Sheets” will be presented by 
A. P. Gram, Credit Manager, Eaton 
Manufacturing Company, Cleveland, 
Ohio. Sufficient time is being allowed 
for a Question and Answer Period 
after each of these discussions. 

In the afternoon, the subject “Pres- 
ent Day Credit Problems Brought On 
by the War” will be discussed by 
C. C. Readhead, Assistant Secretary- 
Treasurer, All Metal Products Com- 
pany, Wyandotte, Michigan. “Post- 
War Credit Problems and How They 
Are to Be Met” will be the subject 
of an address by E. T. Larson, W. D. 
Allen Manufacturing Company, Chi- 
cago. John F. Zehrung, Controller, 
National Screw & Manufacturing 
Company, Cleveland, will speak on 
“The Practical Plan of Customer and 
Sales Analysis.” 


HARDWARE WHOLESALERS 


The morning session will open with 
an address of welcome by A. S. Wil- 
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liams, Vice-President, Paxton & Gal- 
lagher Company, Omaha. This will 
be followed by a discussion of “‘Credit 
Interchange” by Chairman G. C. 
Klippel of Van Camp Hardware & 
Iron Company, Indianapolis. Ken- 
neth A. Patterson, Legislative Repre- 
sentative, National Association of 
Credit Men, New York, will speak 
on “Legislative Efforts and Accom- 
plishments.” 

The Paint, Varnish, Lacquer and 
Wallpaper Industry will meet with 
the Hardware Wholesalers at a joint 
luncheon. The luncheon speaker will 
be Professor Karl M. Arndt, College 
of Business Administration, Univer- 
sity of Nebraska, Lincoln. His sub- 
ject will be “National Income as a 
Factor in Credit Analysis.” 

Following Professor Arndt’s talk, 
there will be a Round Table Discus- 
sion on the following subjects: “Cus- 
tomer Relations During the Emer- 
gency’—Leader: W. P. Singleton, 
Nash Hardware Company, Fort 
Worth; “Effects of Termination of 
War Contracts’—Leader: A. P. 
Spaar, Woodward, Wight & Com- 
pany, Ltd., New Orleans; “Post- 
War Continuance of Regulation “W’ 
as a Retail Credit Control’”—Leader : 
G. A. Stegman, Brown-Camp Hard- 
ware Company, Des Moines; “Post- 
War Contribution Credit Men May 
Make to the Hardware Industry”— 
Leader: J. C. Conley, Wright & 
Wilhelmy Company, Omaha; and 
“Shall We Recommend a Change in 
Terms ?”—Leader: G. C. Klippel, 
Van Camp Hardware and Iron Com- 
pany, Indianapolis. 


INSURANCE 


There will be a Panel Discussion 
by representatives of the Insurance 
Advisory Council with the following 
taking part: J. Dillar Hall, U. S. 
Fidelity & Guaranty Company, Balti- 
more; Geo. H. McClure, Lumber- 
men’s Mutual Casualty Company, 
Chicago; H. D. Coe, Associated 
Mutuals, Omaha; Geo. W. Bewell, 
Neely Insurance Agency, St. Paul; 
and O. L. Cox, Miller, Kuhrts & Cox, 
Los Angeles. Chairman Don C. 
Campbell will make his report, as will 
E. B. Moran, Secretary of the Group. 

C. A. Abramson, Omaha Insurance 
Agency, Omaha, will make a formal 
address on a subject which will be 
announced. A study of Possible Plans 
and Activities of National and Local 

(Continued on Page 23) 
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Financing the Transition Period 


Saimital Professor Reports on P iis Being Used 


What business concerns are 
doing now to meet the financial 

M problems of transition from war 

to normal peace time production, 
and why business firms are taking 
these measures, are the two chief 
topics discussed by Professor Charles 
C. Abbott of the Harvard Business 
School in a study, “Business Finances 
during the Critical Transition from 
War to Peace,” recently released. 

This report follows two others re- 
cently published, “The Financial 
Situation of Industry after Two 
Years of War” and “The V and VT 
Loan Arrangement and Termination 
Financing.” 

Professor Abbott finds that many 
companies already have programs un- 
der way which are designed to facili- 
tate the transformation of a war 
economy when and as this change 
comes. “By and large these prepara- 
tions of individual companies can be 
described either as measures under- 
taken to acquire beforehand such cash 
resources as may be needed at that 
time, or as measures designed to en- 
sure that cash resources will be avail- 
able when required. Certain of these 
arrangements, such as the negotiation 
of a stand-by agreement with a bank, 
are strictly “financial”; others, not so 
narrowly financial in their character, 
will nevertheless intimately affect the 
company’s balance sheet, income 
statement, and, particularly, its cash 
inflow. The variety and ingenuity of 
these preparatory measures are elo- 
quent testimony to the infinite di- 
versity of business situations and to 
the initiative and enterprise of busi- 
nessmen.” 

Realism of Need 


HE time when the transition 

period starts, and its duration, will 
not be identical for all companies and 
industries, the author points out, “But 
there can be no doubt that for many 
firms, probably for a majority, the 
transition period must be viewed, in 
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the interest of realism, as continuing 
for some considerable period after 
the formal ending of active hostilities. 


Thus defined, the transition period © 


includes, for business as a whole, not 
only any interval that elapses be- 
tween the end of the war in Europe 
and the end of the war in Asia, but 
also an indeterminate period. there- 
after; and it encompasses many of 
the problems attendant upon the 
large-scale termination of contracts, 
the relaxation of the controls on the 
flow of materials, and the disposal of 


government-owned plants, equip- 
ment, and supplies.” 
The financial problems which 


many manufacturing firms will face 
as a result of these developments will 
center around the behavior of the cash 
account and around sudden and often 
unpredictable changes in the current 
position, according to Professor Ab- 
bott. That is, “for most manufactur- 
ing concerns, and for most small firms 
in all lines of activity, the volume, 
trend, and regulatity of cash receipts 
and the magnitude and predictability 
of necessary cash expenditures seem 
certain to be the focal point of many 
financial problems.” The author goes 
on to say: “numerous assets of busi- 
ness firms in the transition period will 
change their character with great ra- 
pidity and will temporarily have a 
significance different from that of the 
war period and that ordinarily pos- 
sessed in peacetime. Consequently, 
financial institutions may find it neces- 
sary to reappraise their customary 
lending policies and to consider what 
standards of credit-worthiness shall be 
applied, in the light of the kind of 
assets which their customers are like- 
ly to have at this time.” Further- 
more, “there can be little doubt that 
at this time loan executives will not 
be able to place the usual reliance 
upon the current ratio and the earn- 
ings record of the immediately pre- 
ceding year or two.” 
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Seriousness of Situation 


HE author does not attempt to 

mitigate the seriousness of the 
financial problems faced by business- 
men during the transition period, 
But he does offer some comfort. 


He says in effect: There is no 
cause for panic. The decline in Fed- 
eral expenditures in the first year or 
two after the war may not be so 
drastic as had been anticipated. The 
thawing out of assets resulting from 
war work will be facilitated by V and 
VT Loans and other arrangements. 
And the magnitude of cash awards 
needed to settle terminated contracts 
will not be measured by any figure 
like $75,000,000,000, commonly men- 
tioned as the value of government 
contracts outstanding, since almost all 
that figure is accounted for or offset 
by goods finished and delivered, work 
not yet begun, advance payments al- 
ready received, and inventories likely 
to be retained for peacetime produc- 
tion. 

Perhaps most. comforting is Pro- 
fessor Abbott’s insistence, both here 
and in other areas, that much can be 
done by businessmen to help them- 
selves : 


‘.. . the government cannot do the 
entire job. Business management 
also has a responsibility, not only to 
its stockholders but to the public at 
large. As a minimum, this responsi- 
bility includes making certain that 
the company’s accounting system 1s 
adequate to yield the type of infor- 
mation which will be required in 
settlement. . . . The fact that, for all 
contract termination claims filed with 
the War Department in August, 
1943, 4.2 months on the average had 
elapsed before contractors submitted 
claims, indicates that not all the delay 
that has been experienced in settle- 
ment is to be attributed to the pro- 
curement services.” 


Nevertheless, the inflow of cash 
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Periodic inspection, 


lubrication and 


adjustment... 


Years of expetience in precision 
manufacturing enabled Burroughs 
to render an extremely important 
service to the nation by producing 
and delivering the famous Norden 
bombsight—one of the most im- 
portant and precise instruments 
used in modern warfare. 


New figuring and accounting 
machines are also produced by 
Burroughs for the Army, Navy, 
U. S. Government and other enter- 
prises whose needs are approved 
by the War Production Board. 


. » » safeguards the 


performance of your 


Burroughs machines 


In wartime, the worth of an ounce of prevention must be measured 
in terms of critical time and manpower that might be lost in emer- 
gencies and delays. So today—even though you know you can call 
a Burroughs service man when you need him—it is far wiser to 
arrange for periodic inspection, lubrication and adjustment of your 
Burroughs machines under a Burroughs Service Agreement. All 
service is rendered by factory-trained, factory-controlled service 
men whose work is guaranteed by Burroughs. Only genuine 
Burroughs parts are used as replacements. Ask your local Burroughs 
office about this protection at low, predetermined annual cost, or, 
if more convenient, write direct to— 


BURROUGHS ADDING MACHINE COMPANY, DETROIT 32, MICH. 


Burroughs 


FIGURING, ACCOUNTING AND STATISTICAL MACHINES - NATIONWIDE MAINTENANCE SERVICE - BUSINESS MACHINE SUPPLIES 
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into many firms will be quite irregu- 
lar and unpredictable. Simultane- 
ously there will be abnormal cash 
drains of considerable size, such as 

Federal tax and renegotiation pay- 
ments, liabilities not currently funded 
by many concerns. Despite the strik- 
ing growth in cash resources, the 
wartime segregation of cash holdings 
according to intended or permissible 
uses means that very substantial seg- 
ments of these resources are not at 
the free disposal of business. Clear- 
ly, the problems for a large part of 
business will center around the be- 
havior of the cash account and cur- 
rent position. As Professor Abbott 
points out: 

“Management of working capital 
will become of even greater sig- 
nificance than usual. The construc- 
tion and use of cash flow sheets and 
cash budgets—that is, of forecasts of 
cash receipts, expenditures, and cash 
balances for some months ahead— 
will be of vital importance to numer- 
ous companies, and frequent revi- 
sions of these forecasts, as condi- 
tions change, will be essential.” 

Asa result of these conditions, the 
need for credit and capital will in all 
probability be great during this 
period. The low level of investment 
in business enterprise during the 
1930’s and the deferred outlays on 
plants and equipment, not only for 
maintenance but also to keep pace 
with technological advancement, are 
only two of the factors which will add 
to that need. 


Demand May Be Heavy 


‘THE demand for credit and capi- 
tal to carry business concerns 
through this critical period may be 
very large, the author says. He cites 
a number of situations pointing 
toward such a demand, and con- 
cludes: “The real question that ap- 
pears to confront businessmen, bank- 
ers, financiers, and investors is not 
whether there will be a demand for 
credit and capital, as the war comes 
to an end, but whether the amounts 
and kinds made available to business 
through the financial mechanism will 
be supplied in the form and on the 
terms and conditions best suited to 
the needs of business enterprise.” 
The author bases his discussion of 
the supply of credit in the transition 
period on the 1941 “pattern of lend- 
ing,” the stated value of the credit 
and capital instruments of private 
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borrowers held by all types of lend- 
ing institutions, public and private, on 
the outbreak of war. The changes 
that have taken place in the volume 
and character of the supply of credit 
as a result of the war are discussed 
with reference to this 1941 situation. 
Since even in wartime economic in- 
stitutions only gradually change their 
character, Professor Abbott states 
that the 1941 pattern “affords some 
general indication of what the pat- 
tern of lending will be like in the 
transition period, notwithstanding 
occurrences during the war and in 
the postwar period,’ although he 
qualifies this conclusion by pointing 
out that “businessmen’s experiences 
during the war in financing produc- 
tion will affect credit practices, if not 
the credit supply, in the transition 
and postwar period, conceivably to a 
major extent.” 


Financial Preparations By 
Business Firms 


BUSINESS firms, looking for- 

ward to the turmoil of the tran- 
sition period, to the possible or prob- 
able interruption in the flow of cash 
receipts, to the likelihood that heavy 
cash expenditures may have to be in- 
curred, have taken and are taking 
numerous steps to meet this situa- 
tion,’ Professor Abbott points out. 
“By and large these preparations. of 
individual companies can be described 
either as measures undertaken to ac- 
quire beforehand such cash resources 
as may be needed at that time, or as 
measures designed to ensure that 
cash resources will be available when 
required. Certain of these arrange- 
ments, such as the negotiation of a 
stand-by agreement with a bank, are 
strictly ‘financial’; others, not so nar- 
rowly financial in their character, 
will nevertheless intimately affect the 
company’s balance sheet, income 
statement, and, particularly, its cash 
inflow. The variety and ingenuity of 
these preparatory measures are elo- 
quent testimony to the infinite di- 
versity of business situations and to 
the initiative and enterprise of busi- 
nessmen. 


“Two of the measures companies 
have taken most commonly are the 
reduction of long-term debt and the 
retention within the firm of business 
earnings. Since Pearl Harbor long- 
term business debt appears to have de- 
clined by more than a billion dollars. 
Although a considerable proportion of 
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this reduction has been made by the 
railroads, the reduction of debt by 
manufacturing concerns has not been 


inconsequential. The aggregate net 
income after taxes, available for diyj- 
dends, of all corporations with net 
incomes averaged $8,665 million in 
the four years 1940-1943, as com- 
pared with $5,586 million in the pre- 
ceding four years 1936-1939. Never- 
theless, corporate dividend payments 
dropped from an average of $4,101 
million in 1936-1939 to an average of 


$4,090 million in 1940-43, as corpora- 


tions readied themselves for the prob- 
lems which they saw ahead. The 
course followed by the engine com- 
pany which during 1942 retired its en- 
tire long-term debt of slightly over $3 
million by using retained earnings of 
$1 million, by reducing net current 
assets $1 million, and by making up 
the balance of funds needed from de- 
preciation charges, indicates the gen- 
eral course that many firms have fol- 
lowed. An essential point in this pro- 
cedure was that the debt retirement 
permitted the company to anticipate 
postwar tax refunds of almost $1 
million, so that its tax payments in 
1943 were $1 million less than they 
would otherwise have been. 

“Numerous preparatory measures 
of business firms can be found either 
where the object has been to keep 
some or all of the company’s own 
cash from being engaged in war 
work—and frozen upon cancellation 
—or where the purpose has been to 
ensure that the firm would have suff- 
cient cash resources to resume civilian 
work when and as its war production 
was cancelled. 


“The small metal fabricator who 
boosted his output five or six times 
but used only materials furnished him 
by the prime contractors to whom he 
sold has been mentioned. Some part 
of this firm’s cash, perhaps a consid- 
erable part, will be available when it 
is needed to resume normal business. 
The electronics company which has 
financed itself almost _ entirely 
through advance payments will clear- 
ly be in a less frozen condition upon 
cancellation than would be the case 
if it had sunk its own working capi- 
tal and all the money it could borrow 
on a commercial basis in war produc- 
tion receivables and inventories. At 
least one small firm in the electric ap- 
pliance field, not daring to tie its 
working capital up in war orders 
given it by larger firms acting as 
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prime contractors, has consistently re- 
fused all orders unless all the mate- 
rials were supplied. 


“The provisions of some V Loans 
clearly have been such as to give the 
borrower a chance to disengage some 
or all of his own working capital 
from war production prior to cancel- 
lation. The extension of the V Loan 
arrangement, the so-called VT Loan, 
has admittedly been an effort to solve 
some of the problems of termination 
financing by permitting a company to 
free at least a portion of its working 
capital subsequent to cancellation, and 
thus be in a position to resume normal 
operations. Particularly fortunate 
have been those companies sufficient- 
ly far-sighted to concentrate all of 
certain types of war work within 
subsidiaries, financed almost com- 
pletely if not entirely by V Loans. 
The working capital of the parent 
companies in such situations has thus 
been left free either for other types 
of war work or for prompt use on 
civilian business in the transition 
period.” 


NACM Replies to 
Congressman Brown 
on Exchange Charges 


(Continued from Page 9) 


be considered favorable to laws by 
governmental bureaus then our or- 
ganization has largely failed of its 
purpose. 

As to paragraph (7) you assume 
that exchange charges are absorbed 
generally by banks. This is not the 
fact. They are only being absorbed 
by banks where large companies can 
make sizable deposits. We are con- 
tinuously getting vigorous complaints 
from thousands of small manufactur- 
ing concerns who are charged back 
with the exchange charges of the 
checks they deposit. 

As to paragraph (8) our whole 
opposition to this bill is based upon 
the consequences of the favorable 
passage of the legislation. We feel 
that exchange charge practices will 
grow and we know of no restriction 
on the measure of the charge and we 
believe the whole bank check currency 
system may in time be in jeopardy in 
certain areas. You seem to be under 
the impression that these charges are 
nominal in amount in all instances. 
We find that varying rates are being 
charged by paying banks, and inter- 
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mediate correspondent banks are in 
many cases adding further charges 
so that the amount of exchange and 
collection charges which are paid by 
our members reach amounts which 
are a real burden on commerce. For 
example, we hear of such charges as 
$70 on a check of $35,000, $68 on a 
check of $17,000, $24 on a check of 
$15,000, $2.04 on a check of $340.10, 
$0.66 on a check of $221.21, $0.90 on 
a check of $131.71, and $0.35 on a 
check of $37.56. These are a few 
cases of charges which seem to us 
excessive and are far out of line with 
the rate which you suggest in your 
illustration of a 5c. charge on a $50 
check. With further respect to para- 
graph (8), although we are not 
concerned about the disagreement be- 
tween the different government agen- 
cies, we must be frank and state that 
in the case before the Federal Reserve 
Board there can be no question, in 
our opinion, but what the exchange 
charges absorbed were definitely eval- 
uated as an interest payment and did 
bear a very close relationship. Fur- 
thermore, we have seen letters of so- 
licitation for correspondent bank ac- 
counts agreeing to absorb exchange 
charges based upon an evaluation of 
a correspondent bank account in 
terms of interest. 

Do not misunderstand us. While 
we believe demand deposits should 
not draw interest, if Congress saw 
fit to pass legislation that interest 
could be paid on demand deposits our 
objections to such legislation would 
not be nearly so serious as they are 
to the present bill. We believe in deal- 
ing outright and openly in these mat- 
ters and if the law says interest can- 
not be paid, we cannot support a prac- 
tice that is a subterfuge in lieu of 
interest. 

You also mention the Federal Re- 
serve Act with respect to exchange 
charges but in practice a Federal Re- 
serve member bank must clear at par 
and does so because it must pay at 
par the checks which come to it 
through the Federal Reserve Bank. 

As to paragraph (9) we do not 
seek to set a pattern for the banking 
system in the areas you mention but 
neither do we propose to compromise 
the national currency bank checks for 
the purpose of maintaining these 
banks. We do not believe exchange 
charges are necessary to the mainte- 
nance of these banks. We do not take 
seriously the challenge that is made 
that if exchange charges are elimi- 
nated these banks must close, and in 
support of our argument and our 
conviction we have the very definite 
experience of the State of Iowa. We 
would suggest that you make a sur- 
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vey in the State of Iowa and deter. 
mine how many banks closed and 
what their earning experience has 
been since the State of Iowa has en. 
acted legislation prohibiting exchange 
charges. We say frankly that if ex. 
change charges constitute an income 
that is needed by these banks then 
why do they not assess proper service 
charges against their own customers, 
We would support them in this be- 
cause every service must be worthy 
of its hire and there must be an ele- 
ment of competition in all types of 
business and this competitive element 
would prove an effective brake upon 
unreasonable service charges. 

If despite all this these banks could 
still not survive then, much as we 
oppose subsidies and always have, we 
say frankly if in the interest of the 
nation a subsidy is necessary, put it 
up to the people through their repre- 
sentatives in Congress, but do not 
attempt a subsidy at the expense of 
the bank check currency system. 

Paragraphs (10) and (11) need 
no comment for reasons given at the 
beginning of the letter except that 
your illustration is faulty in the sense 
that you believe banks absorb these 
exchange charges as a general prac- 
tice. You also assume there is a uni- 
form rate, which is not the case. 

Paragraph (13) needs no comment 
and as to paragraph (14) we have 
no fear of any such action by the 
Federal Reserve Board. Any Board 
that attempted it would soon be 
liquidated. 

Paragraph (15) has been previ- 
ously answered in our statement as 
to the practical application of ex- 
change charges and who bears them. 

Paragraph (16) again suggests a 
controversial matter with the Federal 
Reserve Board and we feel we have 
no comment to make. As to the last 
sentence in this paragraph, we have 
tried to tell you why we oppose the 
practice of making exchange charges 
as against the practice of service 
charges which are made directly 
against the customer the bank ser- 
vices. 

Paragraphs (17) and (18) again 

deal with Federal Reserve statements, 
upon which we shall make no com- 
ment. 
As to paragraph (19), we have in- 
formed you that we agree that the 
bank’s relationship to its customer 
revolves around -the profitability of 
the customer’s account. We repeat 
that if the account is worthy of in- 
terest, pay it, but don’t camouflage 
it by absorbing exchange charges. If 
it is gdod policy to pay interest, in- 
troduce ‘legislation directly to the 
issue. 
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In conclusion let us repeat that ex- 
change charges are paid directly by 
the payee in most instances where 
the payee is a small business man or 
a small manufacturer or wholesaler. 
There is no uniformity of charges. 
They vary in different areas. The 
myth that banks would close their 
doors if they did not have these ex- 
change charges presumes that the cus- 
tomer of the bank is unwilling to pay 
the cost of the support of the bank. 
In the State of Iowa this presump- 
tion was wholly fallacious. 

Finally let us say that it is only 
natural that our members are view- 
ing with great alarm possible favor- 
able action on this legislation. They 
have set a certain program they have 
asked us to follow in case the legis- 
lation does pass. 

First, they desire that we publish 
what will be called an evaluation 
manual. This will list the banks mak- 
ing exchange charges and, if procur- 
able, the type of fees they charge. 
When a member receives a check 
drawn on one of these banks he will 
turn. to the manual to learn its real 
value. In most instances he will re- 
turn the check to his customer and 
ask him to remit in New York funds 
or he may have his salesman collect 
the account in currency. These 
charges are particularly burdensome 
on the small wholesale groceries and 
other types of small business units. 

The second thing our member will 
do is when he opens a new account 
he will check the banking connection 
of his customer and if it is an ex- 
change charging bank he will explain 
to his customer why he must receive 
payment in par for his account and 
ask his customer to remit the account, 
plus exchange, or to send an accept- 
able par settlement. 

Third, our members, in keeping 
with many other groups in the agri- 
cultural, labor and charitable fields, 
will demand of their State Legisla- 
tures that action be taken to have 
state banks clear their checks at par. 

We trust our position has been 
made clear to you and, as previously 
suggested, we desire to give you the 
opportunity to present your reasons 
for favoring this legislation. We 
know from the letters we have re- 
ceived that many of your constituents 
must pay these charges and are op- 
posed to the bill. As we stated at the 
outset, this organization, so anxious 
to procure a Federal Reserve System 
and a sound banking and currency 
system, has always vigorously spon- 
sored banking practices it feels are in 
the interest of the nation. 

Sincerely yours, 

NATIONAL ASSOCIATION 

oF CrepiT MEN. 
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FE ree to Credit Executives 





Mail the Coupon for this 
New Collection Calculator 


HIS new Collection Calculator 

will prove mighty useful to any 
man who has to follow up collections 
..- saves a lot of time figuring days 
and dates. For example, just a turn 
of the dial immediately shows the 
correct due date after any given num- 
ber of days . . . or the number of 
days past due of any delinquent item. 


Speaking of delinquent items, 
American Credit Insurance can lift 
a load of worry and risk from your 
business through the many uncer- 
tainties that lie ahead. American 


Credit Insurance GUARANTEES Pay- 
MENT of your accounts receivable 
. .. pays you when your customers 
can’t... keeps you from waiting in- 
definitely for settlement of delin- 
quencies or insolvencies. 


The new Collection Calculator is 
yours for the asking. Mail the cou- 
pon and get yours now. 


President 


American Credit Insurance 


Pays You When Your Customers Can’t 


OFFICES IN PRINCIPAL CITIES OF UNITED STATES AND CANADA 


5] Year. 
AMERICAN 
Tam ay AG 
May hd PNOMIG§s. 3 cass 
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Cee sy) Address ...... 
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American Credit Indemnity Co. of N. Y. 
First National Bank Bldg., Dept. 47, Baltimore-2, Md. 


Without obligation on my part please send me: 
(] One of your new Collection Calculators 
] More information about American Credit Insurance 
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Congressman Brown Objects 
(Continued from Page 10) 


15. Third, as to the payment of interest. The Chat- 
tanooga bank absorbed a five cent charge. If this be 
interest, to whom, or for whom was it paid? Did the 
mail order company receive interest? It benefited only 
from a sale of merchandise for which it received a 
$50.00 check and which it deposited with its Louisville 
bank. The Louisville bank credited the mail order com- 
pany with $50.00 and debited the account of its Chat- 
tanooga correspondent $50.00. It, therefore, could not 
have paid the mail order company any interest, The 
Chattanooga bank credited its Louisville correspondent 
with $50.00 and, at this point, the bookkeeping trans- 
actions end and the collection process begins. The 
Chattanooga bank forwards the check to the Bank of 
Anytown but, unlike the previous holders of the check 
who ask for credit only, it asks the Bank of Anytown 
to pay the check and transfer the funds to Chattanooga, 
or to a point of its selection. The Bank of Anytown 
complies with the request for extra service which it 
performs for the customary exchange fee of one-tenth 
of 1 per cent, or five cents. The collection transaction 
took place between Chattanooga and Anytown and not 
elsewhere. All the other transactions comprised only 
debit and credit entries upon the books of the respective 
holders. The Chattanooga bank benefited by actually 
receiving $49.95 additional cash at a cost of five cents 
and the expense rightfully fell where the advantage 
lay. Certainly it can not be said that the Chattanooga 
bank paid interest to the mail order company, nor to 
the Louisville bank. Nor can the payment of five cents 
to the Bank of Anytown be called interest on a demand 
deposit because the Bank of Anytown did not have an 
account with either the Chattanooga or the Louisville 
bank. 

16. Fourth, as to gouging. As in the case of all ex- 
penses of handling accounts, banks absorb exchange 
charges only so long as the customer’s balance with the 
bank justifies the bank in doing so. The Federal Re- 
serve requires that no matter how profitable an account 
may be, the particular cost of exchange must be 
charged back to the customer. My bill, which permits 
banks to absorb this cost if they choose to do so, is 
characterized by the Federal Reserve as permitting a 
“gouge.” Perhaps, however, the Federal Reserve is 
referring to the exchange charge itself. The banks are 
required by law and banking necessity, as well as con- 
venience, to keep deposits with other banks and thus 
are put to some expense in providing funds at distant 
points. The Federal Government is put to no cost 
whatsoever in transferring money but its charges for 
postal money orders are far in excess of exchange 
charges. Yet no charges of gouging are made against 
the Post Office Department. Many, if not most, banks 
furnish drafts on distant points without charge to cus- 
tomers the income from whose balances cover the ex- 
pense, but under the ruling these banks may not absorb 
that expense for their customers if the charge happens 
to be levied by another bank. Why, out of all the ex- 
penses of doing business, single out onlv the interbank 
charge which is absorbed within the industry and affects 
no one outside the banking system for the epithet of 
“vouging ?” 

17. Under the Federal Reserve ruling. Under the 
Federal Reserve ruling the Chattanooga bank would no 
longer be allowed to bear that particular expense no 
matter how profitable the Louisville account was, even 
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though it could bear any other type of expense. There- 
fore, the Louisville bank would have to be charged 
five cents. In turn, the Louisville bank would have to 
charge the mail order company five cents no matter 
how profitable the latter account was. The check 
which heretofore was worth $50.00 to the mail order 
company is now worth only $49.95, because of the 
Federal Reserve ruling. And the Federal Reserve ac- 
cuses the Bank of Anytown of “shaving the currency,” 

18. The Federal Reserve’s ruling strikes at the very 
heart of the whole system of service charges. If the 
Federal Reserve’s contention is sustained that it is an 
illegal payment of interest to absorb a particular type 
of service charge—exchange charge—then some day 
a Federal Reserve lawyer will discover that it is an 
illegal payment of interest to absorb any expense. If 
Congress sustains the Board’s present ruling, an ade- 
quate precedent will have been established for this 
next ruling and every business house will then be re- 
quired to pay service charges to the banks regardless 
of the size of the accounts, for the Supreme Court of 
the United States has defined the exchange charge as 
a service charge. (Farmers and Merchants Bank of 
Monroe, North Carolina, et al vs. Federal Reserve 
Bank of Richmond, 262 U. S. Rep. 649.) 

19. The whole basis of relationship between banks 
and their customers revolves about the profitability of 
the customer’s account. The bank does favors and bears 
expenses in servicing customers’ accounts as compen- 
sation for use of the customers’ funds. Favored cus- 
tomers are even granted preferential rates of interest 
on borrowings. If we permit the Federal Reserve to 
open up this field of regulation and sustain them in it, 
then they can regulate every banking practice having 
to do with the serving of customers, including rates 
of interest on notes. 

20. It is now denied that there is any such intention 
to extend the present interpretation, but we must re- 
member that in 1937 it was also announced publicly 
that the finding or specification that payment or absorp- 
tion of exchange or collection charges is a payment of 
interest was being removed from Regulation Q “In 
view of widespread differences of opinion in the law- 
making and administrative branches of the Government 
as to the intent of the law....” 

21. It is my understanding that your group is tak- 
ing an active part in the campaign to force all banks 
to conform to the real objective of the Federal Reserve 
regardless of the pending action of Congress, namely 
to join the Federal Reserve System, to agree to clear 
through the Federal Reserve banks, or to go out 
of business. I should appreciate your confirmation 
or disavowal of this. In view of the fact that you have 
probably already circularized your members, I should 
appreciate your sending a copy of this letter to each of 
your members also, in order that the motives and the 
actions of my associates and I in supporting this legis- 
lation will not be misunderstood by our business con- 
stituents. 

Very truly yours, 


(Signed) Paut Brown. 


BUY AN ATTACK BOND 


EVERY PAY DAY 
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Industry Groups 
To Discuss War 


Problems at Omaha 
(Continued from Page 15) 


Insurance Advisory Councils for the 
Coming Year will be discussed. Sev- 
eral additional speakers and topics 
are now in the process of selection. 


IRON AND STEEL 


Chairman E. P. Foley, Republic 
Steel Corporation, Cleveland, advises 
that the morning session will be de- 
yoted to a discussion of “Post-War 
Prospects.” 

The Group will meet in Joint Ses- 
sion at luncheon and in the afternoon 
with the Building Material and Con- 
struction, the Non-Ferrous Metals, 
Raw Materials and Allied Lines and 
the Plumbing, Heating, Refrigera- 
tion and Air Conditioning Industries. 

Feature speakers will be: Willard 
Becker, Auditor, Norton Door Closer 
Company, Chicago, on “Post-War 
Credits”; Major L. C. Lozier, 
U.S.A., Washington, D. C., on “Ter- 
mination of Government Contracts” ; 
and Karl M. Arndt, Associate Pro- 
fessor of Economics, University of 
Nebraska, on “National Income as a 
Factor in Credit Analysis.” 


MACHINERY AND SUPPLIES 
Major L. C. Lozier, Chief of Legal 


Section, Contract Termination Branch, 
Office of Chief Engineer, Washing- 
ton, D. C., will present “Termination 
of Government Contracts.” J. T. 
McKenna, Chicago Molded Products 
Corporation, Chicago, will give the 
Credit Man’s Viewpoint on termina- 
tion in his talk on “Credit Factors 
Involved in the Termination of Gov- 
ernment Contracts.” 

Afternoon session will open with 
an address by R. D. Andrew, Ameri- 
can Blower Corporation, Detroit, on 
“The Place of the Credit Executive 
in the Post-War Sales and Distribu- 
tion Program.” L. W. Stolte, Fair- 
banks, Morse & Company, Cleveland, 
will speak on “Creative Credit in the 
Competitive Post-War Market.” 

Chairman John Miller of the Nor- 
ton Company, Worcester, Mass., re- 
ports that, because of the interest ex- 
pressed by delegates planning to 
attend, presentation is being sched- 
uled on “How to Establish an Export 

(Continued on Page 29) 
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WOULD MORE WORKING 


CAPITAL MEAN 


Snoclher. heibng 


FOR YOUR 


H’s your business, likeso many 
others, outgrown its working 
capital . . in these times when new 
““fixed’’ financing might prove a 
needless burden later? Would your 
problems decrease...and your 
progress increase... if you had 
more operating cash? 


Right there you see why sub- 
stantial, well-established manu- 


TO BUY OTHER 
COMPANIES 


or buy out 


partners 


“Capital Sources"’ is a 9-minute out- 
line of new Commercial Credit serv- 
ices which, through the medium of 
your accounts receivable, inventory 
and fixed assets, provide financing: 
—to purchase other companies 


—to buy out partners, officers, 
other stockholders 


—to retire bonds, mortgages, pre- 
ferred stock, long-term loans 


—to expand or adequately finance 
your business 


For a copy of ‘Capital Sources,” 
drop a line to Department 4 . 





BUSINESS? 


facturers and wholesalers have 
been using a steadily increasing 
amount of Commercial Credit 
money. . . to @ total of more than a 
billion dollars since Pearl Harbor. 


Commercial Credit increases 
your available cash by increasing 
your capital turnover. Capital 
which lies dormant in your ac- 
counts receivable, inventory and 
fixed assets is quickly turned into 
ready cash for any current use... 
and a special feature of Commercial 
Credit service lets you limit your liab- 
ility on the receivables. 


Equally important, Commercial 
Credit involves no notice to your 
customers... no interference 
with your management... and 
your use of Commercial Credit 
money can be expanded or con- 
tracted daily, thus keeping inter- 
est cost strictly in line with your 
volume and your needs. 


If your business can make good 
use of additional funds... for 
current operation, taxes, renego- 
tiation payments or reconversion 
...let us give you full information. 
Write or wire today. 


Commercial Credit 
Company 


BALTIMORE-2, MARYLAND 


Subsidiaries: New York Chicago 


San Francisco 


Los Angeles Portland, Ore. 


Capital and Surplus More Than $65,000,000 
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> DISCOUNTS 
10% to 40% 





An order for as little as $10 worth 
of ribbons and carbon paper receives 
a 10% discount. Discount rates in- 
crease—up to 40% —according to the 
size of your orders, with purchases 
of carbon paper helping you earn 
larger discounts on ribbons, and 
vice versa. As an extra convenience, 
Burroughs makes deliveries as 
needed, to assure you fresh supplies 
and no storage problems. 


Plain or carbonized roll paper and 
other quality supplies for practically 
every type and’ make of business 
machine also at substantial savings. 
For prices and terms, call your local 
Burroughs office or write direct to— 


Burroughs Adding Machine Company 
Detroit 32, Michigan 
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Termination and Renegotiation— 
A Review of Present Situation 


(Continued from Page 7) 


Its conclusions were summarized in 
a report dated October 7, 1943. 

The House Ways and Means Com- 
mittee also held hearings during Sep- 
tember and October, 1943. It flound- 
ered over its own report, and struck 
repeated snags in drafting amend- 
ments, 

Renegotiation met relatively the 
same fate in the Senate as in the 
House. The Senate Finance Commit- 
tee took apart the existing Act and 
for a time it looked as though it 
would become a mere shadow of it- 
self; but the Price Adjustment 
Boards marshalled their forces, and 
convinced the Senators that approval 
should be given to policies previously 
adopted by the Price Adjustment 
Boards. The compromise effected in 
the Joint Conference Committee 
broadly retained the provisions ap- 
proved by the Administration and 
threw out those which the Price Ad- 


| justment Boards opposed. The most 


important change is the added mea- 
sure of protection afforded contrac- 
tors generally by express provision 
for court review. The Bill was re- 
turned to both Houses on February 
7th and was quickly enacted as part 
of the Revenue Act of 1943. The 
President’s veto was speedily and 
properly overridden. 


Present Application 


RENEGOTIATION now applies 

to prime and sub-contracts of the 
War, Navy, and Treasury Depart- 
ments, the Maritime Commission and 
War Shipping Administration, the 
Defense Plant Corporation, Metals 
Reserve Company, Defense Supplies 
Corporation, and Rubber Reserve 
Company. 

As advocated by the Departments 
for some time, the floor of renego- 
tiable business has been raised from 
$100,000 to $500,000. Construction 
contracts awarded by competitive 
bids, also, are now exempt. 

The status of standard commercial 
articles, on which the divergent views 
in both Committees ran the entire 
gamut, has finally been settled by 
affording the Board discretionary 
authority to exempt contracts and 
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sub-contracts in respect of such ar- 
ticles, if in the Board’s opinion com- 
petitive conditions are such as to as- 
sure reasonable protection against 
excessive prices. In addition, such 
discretion is also authorized to ex- 
clude contracts, whether they relate 
to standard commercial articles or 
not, where effective competition seems 
assured, or where the Board believes 
it impracticable to determine and seg- 
regate profits between renegotiable 
and non-renegotiable sales. The new 
exemptions apply to fiscal years 
ended after June 30, 1943. 


Retroactive Amendments 


P RICE Adjustment Boards advo- 

cated the exemption of agricul- 
tural and dairy products, not beyond 
the first form or state in which cus- 
tomarily sold; but they opposed ex- 
emption of such products beyond that 
stage. Retroactive exemption of these 
products in the prime stage is pro- 
vided in the Act, effective April 18, 
1942, and, as in the case of nat- 
ural deposits, similar retroactivity is 
granted respecting the cost allowance 
(substantially equivalent to prices at 
which sold in the first form or state) 
to those who process such products, 
or timber, or natural deposits, beyond 
such first form or state. 

One other amendment becomes 
retroactive to April 28, 1942, namely 
that which permits a redetermination 
in respect of accelerated amortization 
under certificates of necessity. This 
is a change which was opposed by 
the Price Adjustment Boards. The 
provision does not postpone capture 
of alleged excessive profits by Price 
Adjustment Boards in the first in- 
stance, but contemplates a subsequent 
rebate to the contractor of a part of 
such excessive profits previously paid 
to the government. The allocation of 
additional amortization to renego- 
tiated contracts shall be governed by 
regulations prescribed by the Board, 
and the amount of recovery to which 
the contractor may be entitled is de- 
fined in phraseology too complex to 
dissect for the present purpose. Suf- 
fice it to say that the principle is 
recognized and is tied into the ulti- 
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mate redetermination of accelerated 
gmortization allowed for tax pur- 
poses. Any and all closed renegotia- 
tions, apparently, are subject to this 
recomputation and adjustment. 


Definition of Excessive Profits 
THE Act defines excessive profits 
as: 


“the portion of the profits derived 
from contracts with the Departments 
and sub-contracts which is determined 
in accordance with this section to. be 
excessive.” 

The section then proceeds to spe- 
cify the guiding standards of effici- 
ency, risk, contribution, etc., which 
conform, in general, with those al- 
ready prescribed in the joint state- 
ment of principles issued by the De- 
partments. Only one of these is new: 
“such other factors the consideration 
of which the public interest and fair 
and equitable dealing may require, 
which factors shall be published in 
regulations of the Board from time to 
time as adopted.” 


Reconversion Reserves 


HE history of the foregoing item 

is that it ‘brushes off” the impor- 
tant subject of reconversion reserves 
which had a checkered career in the 
House Ways and Means Committee 
and the Senate Finance Committee, 
both for purposes of taxation and re- 
negotiation. The present form agrees 
with the House measure which was 
changed at the last minute by the 
Ways and Means Committee. In a 
prior draft in that Committee the 
provision read : 

“Potential financial burden to re- 
convert to peacetime operations.” 

It seems quite certain that the 
Boards will not consider the present 
form a mandate to allow provisions 
for reconversion costs. This is a pity, 
because those costs which reasonably 
and properly relate to the war years 
should be provided for in those years 
in the determination of genuine 
profits; without such provision, the 
profits subjected to both taxation and 
renegotiation are fictional profits. It 
follows that without such provision, 
the government’s “take” might be 
confiscatory. 

Time does not permit a thorough 
re-examination of the subject of re- 
conversion reserves. It is suggested 
that those who are particularly inter- 
ested in the subject should review the 
forthcoming pamphlets of the Ameri- 
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must not be shed in vain 


Wasted are sweat, blood and tears without the tan- 
gible products of industrial might. From production 
will come victory today ...a more abundant life 
tomorrow. We in America have built the world’s 
greatest industrial capacity ... and we must guard 
it well. Insurance, in supplying this protection, is 
shielding America’s most vital asset for peace or war. 


Your U.S. F. & G. agent is familiar with wartime 
insurance problems, business and personal. For your 
protection, get in touch with him today; you'll find 
him listed in your ’phone book. 


“Consult your insurance agent or broker 
as you would your doctor or lawyer’’ 















































can Management Association which 
will report the proceedings of its re- 
cent financial conference, where the 
relative merits of carryback provi- 
sions and reconversion reserves were 
discussed at some length. 


The Treasury persists in stressing 
the alluring possibilities of the carry- 
back provisions in lieu of reconver- 
sion reserves. It should be observed 
that failure to allow reserve provi- 
sions both for purposes of taxation 
and renegotiation results not only in 
business posting a forfeit which it 
may or may not get back through 
subsequent losses, but as to renegotia- 
tion, socalled excessive profit recap- 
tured by the Treasury is computed 
without regard to reconversion costs, 
and socalled voluntary renegotiation 
settlements on that basis preclude 
any reopening subsequently réspect- 
ing such reconversion costs. Primar- 
ily, the opportunistic disallowance of 
such reconversion provisions empha- 
sizes the incongruity of taxation and 
renegotiation based on fictional 
profits. 


Allowable Deductions 


HE prior Act required “recogni- 

tion of income tax exclusions: and 
deductions”. A last minute change in 
the House reinstated this phraseology 
in lieu of a provision that would have 
required the computation of profits 
“in the same maner” as for income 
tax purposes, including amortization. 
The new Act overcomes objections to 
both of the aforementioned phrases 
by saying that: 
“all items estimated to be allowable 
as deductions and exclusions under 
Chapters 1 and 2E of the Internal 
Revenue Code (excluding taxes 
measured by income) shall, to the 
extent allocable * * * be allowed as 
items of cost.” 

It will be recalled, that not every- 
thing allowed for tax purposes was 
allowed for renegotiation under the 
prior Act as administered. There 
were two modifying terms: “properly 
aplicable” and “of the character”. 
Where items were allowable for tax 
purposes but were precluded by T.D. 
5000, the Boards “recognized” but 
nevertheless “disallowed” them. Spe- 
cial amortization was “recognized” 
but wholly or partially “disallowed” ; 
or accelerated depreciation may have 
heen allowed instead. 

A “required” computation of 
profits “in the same manner” as for 
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income tax purposes might have been 
catastrophic. The Price Adjustment 
Boards have followed generally recog- 
nized accounting principles. Heaven 
forbid that they should abandon 
them in favor of abortive tax ac- 
counting rules. 


Meaning Not Clear 


S to the present form, one well 

may wonder as to the signific- 
ance of the phrase “estimated to be 
allowable”, and yet to have said: 
“allowed for tax purposes” would 
have posed an enigma as to whether 
tax returns would have to be audited 
first; such obviously is not the in- 
tent. Clearly, the intent is to pre- 
clude the disallowance for purposes 
of renegotiation of deductions clearly 
allowable taxwise. The regulations 
of the Board should be watched with 
care in this respect. 

The Act refers to the methods of 
cost accounting regularly employed 
by the contractor, but at the same 
time leaves the gate open for redeter- 
mination of methods by the Board or 
Tax Court. Is the Tax Court going 
to apply tax accounting rules? It 
seems that it would have been far 
more satisfactory to have substituted 
a specific reference to adherence to 
generally accepted accounting prin- 
ciples, to have withdrawn all refer- 
ence to tax exclusions and deductions, 
and to have made affirmative refer- 
ence to special amortization pursuant 
to certificate of necessity. 


War Contract Price Adjustment 
Board 


HE present Joint Price Adjust- 

ment Board is the creature of mu- 
tual agreement among the heads of 
the Departments, to implement uni- 
formity of policy and procedure. The 
Act now creates the equivalent War 
Contract Price Adjustment Board, 
thereby giving existing procedures 
the authority of law. Instead of five 
men representing the renegotiating 
agencies to review decisions of de- 
partmental boards, the new Board 
comprises six, including a represen- 
tative from WPB, to continue the 
functions exercised by the old Board 
and to make unilateral determinations 
where necessary. 


Tax Court: 

The soundest criticism of the initial 
Act has been that it vested in an 
essentially administrative body, the 
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three powers whose separation con. 
stitutes the bulwark of our form of 
government. These three pillars were 
rected to assure appropriate checks 
and balances between the legislative, 
administrative, and judicial functions, 
The separation of these three powers 
is essential to check otherwise indis- 
pensable agencies from usurping 
powers which lead to arrogant regi- 
mentation from which there is no ap- 
peal. These trends of administrative 
law whereunder agencies of the 
government make the rules, admin- 
ister them, and then presume to act as 
prosecutor, judge, and jury, affront 
American concepts of government 
and we must devote ourselves to the 
restoration of our _ constitutional 
system of justice under law, and ad- 
judication of our rights before duly 
constituted courts. Strong represen- 
tations of these concepts won the en- 
actment of the right of appeal from 
the findings of the Price Adjustment 
Boards to the Tax Court. 

Appeals respecting socalled volun- 
tary agreements are barred; the ap- 
peals are limited to unilateral deter- 
minations, on the basis of petitions 
filed within 90 days of such unilateral 
determinations, or within 150 days of 
the date the contractor appeals to the 
Board if the Board fails to act. The 
proceedings before the Tax Court are 
not a review of Price Adjustment 
Board determinations but rather an 
original trial; and the Tax Court’s 
determination cannot be reviewed or 
redetermined by any other court or 
agency. 


Disclosure of Bases of 
Conclusions 


T has been urged for a long time 
that some way should be found to 
require full disclosure of the bases of 
conclusions in all renegotiation settle- 
ments, in order that the fears of in- 
dustry concerning capricious and in- 
equitable findings may be allayed, and 
to afford a basis for the correction of 
abuses where they may exist. The 
Naval Affairs Committee adopted 
this recommendation in its report, 
with the exception that such publica- 
tion must not offend censorship re- 
strictions or affect adversely the com- 
petitive interests of contractors. The 
Ways and Means Committee accepted 
the proposal with some modification. 
The provision reads: 
“shall at the request of the contractor 
or sub-contractor as the case may be, 
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prepare and furnish such contractor 
or sub-contractor with a statement of 
such determination; of the facts used 
as a basis therefor, and of its reasons 


renegotiation of certain types of 
long-term contracts, profit limitation 
contracts, and cases where for any 
other reason it might be impracticable 


behalf of the Departments. The Act 
specifically retains a provision which 
says: 

“In the interest of economy and the 


a. for such determination.” to use an overall basis. If, however, avoidance of duplication of inspection 
- This provision is now in the Act, the contractor concurs in the imprac- and aduit, the services of the Bureau 
7 including the original House limita-  ticability of the overall basis, he may of Internal Revenue shall, upon re- 
‘8 @& tion that such statements shall not be accept some mutually agreeable alter- quest of the Board and the approval 
3 Bf admissible evidence in cases before native in effecting a voluntary settle- of the Secretary of the Treasury, be 
P- the Tax Court. ment. made available to the extent deter- 
-: Under regulations to be drafted by mined by the Secretary of the Treas- 
he Voluntary Agreements the Board, all contractors and sub- ury for the purpose of making exami- 
° THE Act says that, in the absence contractors holding contracts sub- ations and audits under this section.” 
rs of express provision to the con- ject to the Act must file financial While it is probably true that this 
* trary any agreement eliminating ex- statements setting forth actual costs service has been limited to access to 
am cessive profit shall be final and conclu- of production and such other data pre- tax returns filed by contractors, here- 
" sive, except upon a showing of fraud, scribed by regulations. Wilful non- tofore, the way is left open for 
al malfeasance, or wilful misrepresenta- compliance or false or misleading re- greater reliance upon the Treasury. 
' tion. It cannot be modified by any ports may lead to a fine of not more This — ai ar questions en 
,. fg government officer, employee or than $10,000, or imprisonment for ing the fitness of revenue agents to 
1. gent, and it cannot be annulled, ot more than two years, or both. undertake examinations of the types 
nf modified, cast aside, or disregarded in These statements must be filed on or required in renegotiation proceedings. 
at avy suit, action, or proceedings. before the first day of the fourth Their whole training and experience 
The Act provides that renegotia- month following the close of the fiscal in the Bureau is colored by tax ac- 

“ tion shall be on an overall basis, un- year. counting rules which deviate radi- 
less by mutual agreement to the con- It continues to be of particular in- cally from generally accepted ac- 


trary, and at the contractor’s request. 
Price Adjustment Boards have 
wanted this to be optional to expedite 








terest that for purposes. of renego- 
tiation the Bureau of Internal Rev- 
enue may be injected as auditors on 


will— 


counting principles which should 
govern renegotiation. Were tax ac- 
counting rules to prevail in renegotia- 
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Insurance Set-up 


COST-FREE and obligation-free 
you may obtain from any agent of 
the Royal-Liverpool Groups an In- 
surance Survey and Analysis which 
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tion, what about allowable deductions 
by legislative dispensation in the tax 
law as opposed to actual costs in- 
curred pursuant to generally accepted 
accounting principles? What would 
happen in respect of the chaotic dis- 
parity between generally accepted 
principles of accrual as opposed to the 
arbitrary legalistic rules of incidence 
of income? How would the rules con- 
cerning transferors’ base in tax-free 
transactions be applied? These ex- 
amples are typical of the new realm 
of arbitrary difficulties that might 
ensue. This is no red herring, but an 
inevitable consequence if Bureau con- 
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cepts come into play, and at best com- 
petent Price Adjustment Board tech- 
nicians will find themselves continu- 
ously subjected to annoyance and 
altercation as to which theory should 
prevail. Let us hope that the Bureau 
will be kept out of Renegotiation 
Settlements. 


Statute of Limitations 


RENEGOTIATION proceedings 

must be commenced not later 
than one year after the close of the 
fiscal year, or one year after manda- 
tory financial data have been filed, 
whichever is later. It follows that the 
sooner such data are submitted, the 
sooner does the statute begin to run. 
Once the initial proceedings have 
started, the matter must be closed 
within one year thereafter, but a 
timely initial determination by a de- 
partmental board or section bars the 
statute of limitations, and the matter 
is then subject to the provisions re- 
lating to the top Board and the Tax 
Court. 

December 31, 1944 is the expira- 
tion date of the Act (but the Presi- 
dent may extend it six months or end 
it earlier, but in no event may the Act 


- go beyond the date declared by the 


President or specied by Congressional 
resolution as the date of cessation of 
hostilities. 


Repricing of War Contracts 
(Title VIII—Revenue Act 
of 1943) 


N connection with renegotiation 

settlements it probably has been the 
rule rather than the exception to ad- 
just contract prices downward on fu- 
ture deliveries, by agreement with 
contractors. If the contractor re- 
fused, cancellation of orders, take- 
over of plants, or other actions might 
ensue; but the contractor could take 
Court action for the reasonable value 
of services rendered. 

The new provisions concerning Re- 
pricing authorize a mandatory unila- 
teral order, but the contractor may 
sue in any appropriate court. This 
new repricing contemplates no ex- 
emptions or exclusions like those pro- 
vided in renegotiation; any and all 
prime and sub-contracts of the spe- 
cified Departments are susceptible, 
and the provision applies to prospec- 
tive as well as existing orders. Suit 
must be brought within six months of 
of the repricing order. Non-perform- 
ance under such orders is a violation 
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of Section 9 of the Selective Traip. 
ing and Service Act of 1940, and sub. 
ject to all of its penalties, including 
express power to take immediate pos. 
session of plants of violators and to 
operate them. 

As previously stated, some renego- 
tiation settlements have included re. 
pricing clauses. In other cases con- 
tractors have agreed to eliminate ex. 
cessive profits accumulating during 
the ensuing year. Usually, this is 
eminently fairer than arbitrary for- 
ward pricing revision involving com- 
mitments in respect of future periods 
in which costs may be higher. In any 
event, the very task of undertaking to 
amend formally all existing contracts 
from time to time throughout the 
year is a hopelessly complex job 
where many and varied war contracts 
exist. 


Appraisal of the Act 


MONG independent accountants 

the view persists that the prin- 
ciple of renegotiation is far superior 
to any expedient of fixed percent- 
age limitation of profits. Renegotia- 
tion affords a basis sufficiently flex- 
ible to deal equitably with the differ- 
ences between industries and the 
variations within them. The fairness 
of the administration of the Act rests 
squarely upon the sound application 
of generally accepted accounting 
principles. With the exception of a 
general belief that percentages of re- 
tained profits have been driven far 
too low, the Price Adjustment Boards 
have done a remarkably competent 
job, unemotionally, sternly, judici- 
ously, and predicated soundly upon 
cold underlying facts. 

The principle of renegotiation is 
essentially sound; it should be re- 
tained as long as it is needed to curb 
excessive war profits. Nevertheless, 
matured experience with war produc- 
tion problems and experience respect- 
ing the complex relationships of 
volume, cost, and profit have largely 
resolved the difficulties which initially 
justified renegotiation. The procure- 
ment of war material at prices based 
upon predetermined reasonable costs 
should now be far more feasible, and 
the need for renegotiation proceed- 
ings to recover excessive profits far 
less obvious. 


Conclusion 


[t is imperative that accountants in 
both private and public practice 
should be thoroughly familiar with 
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requirements relating to Renegotia- 
tion and Termination; and they 
should comprehend clearly their own 
responsibilities concerning these 
matters. 


———_— 


Industry Programs 
(Continued from Page 23) 


Credit Department,” with Nicholas 
J. Murphy, Vice-President, Chase 


National Bank, New York, as 
speaker. 
MEAT PACKING 


“The Future of Packing House 
Credits” will be the subject of an ad- 
dress by C. C. Rickhoff, General 
Credit Manager, Rath Packing Com- 
pany, Waterloo, Iowa. “Point Ra- 
tioning” will be a talk made by Noah 
H. Falb, Office of Price Administra- 
tion, Omaha. C. C. Heitmann, Dis- 
trict Credit Manager, Armour & 
Company, Fort Worth, will speak on 
“Our Most Important Credit Prob- 
lem Now!” 

Following luncheon, “The Prob- 
lems of Meat Packing in War Times 
and the Future” will be discussed by 
Wm. T. Diesing, Vice-President, 
Cudahy Packing Company, Omaha. 
There will be an Open Discussion on 
“Current Day Problems in the Meat 
Packing Industry,” conducted by R. 
A. Carrier, Credit Manager, Agar 
Packing & Provisoin Corporation, 
Chicago. 


NON-FERROUS METALS, RAW 
MATERIALS AND ALLIED LINES 

Chairman H. A. Leigh, Seymour 
Manufacturing Company, Seymour, 
Conn., reports that the meeting will 
open with a discussion of “The Credit 
Man’s Problems,” led by L. K. 
Morse, Bridgeport Brass Company, 
Bridgeport, Conn. 

Franklin E. Bailey, National Credit 
Office, Inc., New York, will talk on 
“Back to the Buyer’s Market.” 

Following luncheon in joint ses- 
sion with the Building Material and 
Construction, the Iron and Steel, and 
the Plumbing, Heating, Refrigeration 
and Air Conditioning Industries, and 
outstanding program will be pre- 
sented. 

Willard Becker, Auditor, Norton 
Door Closer Company, Chicago, will 
speak on “Post-War Credits” ; Major 
L. C. Lozier, Chief of Legal Section, 
Contract Termination Branch, Office 
of Chief Engineer, Washington, D. 
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C., will speak on “Termination of 
Government Contracts.” Associate 
Professor of Economics, Karl M. 
Arndt of University of Nebraska, 
will address the meeting on “National 
Income as a Factor in Credit Analy- 
sis.” 
PAINT, VARNISH, LACQUER 
AND WALLPAPER 

Dwight Sherburne, Secretary- 
Treasurer, The A. Burdsal Company, 


Indianapolis, will talk on “What Will 
Be the Retailer’s Problems after the 





War, and How Does The Wholesale 
Credit Manager Fit Into Them?” 
Miss Karla J. Howe, President, Great 
Lakes Varnish Works, Inc., Chicago, 
will speak on “What Will Be Our 
Dealer Problems After The War?” 
Robert C. Utley, Credit Manager, 
Ditzler Color Division, Pittsburgh 
Plate Glass Company, Detroit, will 
speak on “Post-War Problems of In- 
dustrial Customers.” 

The Industry will participate in a 
joint luricheon with the Hardware 

(Continued on Page 36) 





“COST DISTRIBUTION AND PAYROLL 
COMPLETED TWO DAYS EARLIER” 


Despite a 30 per cent increase in personnel 
during a single year, a maker of aircraft 
parts has been able to handle payroll and 
labor distribution without an increased 
clerical staff. 


Through the use of Keysort, a McBee 
contribution to the tools of management, 
these operations involving approximately 
2000 employees are actually being completed 
two days earlier after the close of the pay 
period than had been the case before Keysort 
was installed. Payroll errors and complaints 
have decreased due to increased accuracy of 
the work and better all-over control. 
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WRITE YOUR LEDGER. 


THIS PART COMES 
EXPERIENCE OR FIRST , 


AME OF REFERENCE ADDRESS BACK TO you . 
ORDER HERE, AND LIST A.B.C. Hardware Co. Kansas City, Mo. IT SHOWS HOW THE 
REFERENCES BELOW SOPOT EEE EEE EEE TEESE EEE EE EEEEE EES ESEEEEEEEEESEESES ES EEE EEE E EE EEE SEES Dee eee EEE EERE E EEE E EEE EEEE EEE EE EERE EEE EEEEE SESE EEE EEE SEES EEE EE EE EEEEEE wae REFERENCES RESPONDED 


A. General Merchandise Co. 
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SPR ORE TESORO REESE SEES EES ESS ETERS SESE EEEESESESSEESESEESESESESEEEEEEESESEEESESORESEEESEOSEEEEEEEESSEEESEESEEE SEES EEE Se ee eee sseebeebeneeeee® 
POHL SEREESE THERE OE ES EEEE EEE SEEEEEEEEEEESOEESESESESSS OSES ESSE ESOS OSES SESE SESE ESE EEE OE SEES EES EEE EEE SESE ESE EEE EEE ES EEE nereerssesces MMs seeeeece® 
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1 - EXPERIENCE IN REPORT 





When you name references for us to contact, that 
part of the inquiry blank comes back to you — 
numbered (see code at bottom) showing which of 
your references reported —and how. Members 
giving references are getting speedier and better 





service. More than that—they are finding out who 
has been taking a ‘“‘free ride’? — who asks 






for information but never gives it. 





The finished report gives you a tabulated, 





composite picture of the ledger experience 





of a group of creditors with your customer 





. .. It shows you where he buys — what he 





buys — what he owes now—and how he 





pays ... It may prove a warning signal of 





impending difficulty — or it may show im- 
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2 - REPLIED NOT SELLING 


**“For Service 





REG.U.S. PAT.OFF. 


Credit Interchange Bureaus 
NATIONAL ASSOCIATION of CREDIT MEN 
1154 Paul Brown Building 


3 - DID NOT REPLY 





proved position, justifying expansion of credit ... 
In either case, it is a safe guide for you to follow 
in arriving at a sound decision. 


Thousands of Member-users find Credit Inter- 
change an efficient tool in their daily work. They 
get more complete reports — and they get them 
faster ... You, too, will profit by their use- 


You can have confidence in Credit Inter- 
change. Your information will be given only 
to those who will and do give you their 
information, and who, like you, subscribe 
to the ethics of your profession . . . Learn 
more about this service by contacting the 


Bureaus in more 
than 50 principal 
cities. Central 
Bureau, St. Louis. 


Credit Interchange Bureau serving your 
area — or write 






ST. LOUIS (1). MO. 
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A section devoted to 
Credit Association affairs 
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Copy deadline 
bOth of Month 





Memphis Women 
Form New Club; 


38th in N. A.C. M. 


Memphis: The Wholesale Credit 
Women’s Club of Memphis was organized 
on April 18th with eight charter mem- 
bers. The following are the first officers of 
this new club: President, Rita Robinson; 
vice-president, Elizabeth Wilson; trea- 
surer, Ann DeKlyn; secretary, Corrine 
Gates. The Memphis Club is the 38th now 
in active service in the National Associa- 
tion and is the third new Women’s Credit 
Club to be established this year. 





Philadelphia: The April meeting of the 
Philadelphia Credit Women’s Club, held at 
the new Century Club on April 8th, lis- 
tened to an interesting talk on “Pigeons— 
in War and Peace,” by Charles J. Love, of 
the staff of the Evening Bulletin of Phila- 
delphia. Gertrude V. Tonneson, the Quaker 
Oats Company, and Lois Shields, Joseph 
Tetley & Company, were hostesses for this 
meeting. 





New Orleans: At the meeting of the 
New Orleans Credit Women’s Club on 
March 30th the following officers and di- 
rectors were elected: Mrs. Blanche 
Wright, Eugene Dietzgen Company, Presi- 
dent; Miss Natalie Catalanello, Shuler 
Supply Company, Vice President; Miss 
Marie Louise La Noue, Times Picayune 


Publishing -Co., Secretary; Mrs. Katherine © 


Ebrenz, Industrial Bank, 


Treasurer. 


Progressive 





New York: New York Credit Women’s 
Group is sponsoring competitive examina- 
tions for the eighth annual scholarship 
known as the Helen R. Pouch Scholarship. 
This scholarship consists of a year’s tuition 
in the class of Credits and Collections at 
the National Institute of Credit, and is 
open to competition for any girl whose firm 
is a member of the New York Credit Men’s 
Association. The examinations are sched- 
uled to take place at the rooms of the 
NYCMA on April 20th. 





Cleveland: The Credit Women’s Club of 
Cleveland observed its tenth anniversary on 
April 11th. Ejighty-eight women attended 
the March meeting of the club and heard an 
excellent talk by Miss Kay Halle on 
“Washington at the Moment.” 
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War and Post-War Problems Will 
Feature Omaha Credit Congress 


i 


press. 


Final arrangements for the program for the War Credit Congress 
to be held at Omaha on May 16, 17 and 18 were being completed 
as the May issue of CREDIT AND FINANCIAL MANAGEMENT went to 
As previously announced the War Credit Congress will be 


held with two-day sessions of the general assembly and one full day of 


industry meetings. 


I have shown on Page No. 13 in this issue that industry meetings this 
year will be centered around discussions of war and postwar problems 
which will effect trade in the various industries after victory day. A glance 
through the announcement of these programs indicates a serious study 
being applied to postwar plans by business men. However, in spite of this 
planning after return to peacetime production, there has been no letup in 
war production activities by any of these industries except where ordered 
by the armed forces of the United States or for Lend-Lease operations. 

The Credit Congress program will open on May 16th at 9 o’clock with 
the usual formalities occupying the time down to 10:25 when Henry H. 
Heimann, Executive Manager on leave from the National Association of 
Credit Men, will present the keynote address of the Credit Congress. 


New York City 
Passes 2500 Mark 
In Membership 


New York: The Board of Di- 
rectors at its April meeting an- 
nounced that the membership of the 
New York Credit Men’s Association 
had passed the 2500 mark. This is 
the largest membership since 1928. 
This is the seventh month in a row 
in which an average of 50 or more 
new memberships have been re- 
ported. Although during the sum- 
mer months there is usually a let 
down in activities, Earl N. Felio, 
Association First Vice-President and 
Chairman of the Membership Com- 
mittee, confidently expects that new 
membership interest will continue 
and will strive toward the 3000 
mark during the coming Association 
year. 





Pettengill at Milwaukee 


Milwaukee: Hon. Samuel B. Petten- 
gill, former Congressman from Indiana, 
will be the speaker at the annual meeting 
of the: Milwaukee Association of Credit 
Men scheduled for May 11th at the Elks 
Club. Members of the Milwaukee Asso- 
ciation who. plan to attend the War Credit 
Congress will leave for Omaha on May 
14th. 
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Talk on Marketing Plans 


After appointment of the usual Credit 
Congress committees and the usual an- 
nouncements, T. G. McGowan, manager of 
the Marketing Division of the Firestone 
Tire and Rubber Co. of Akron, O., and 
chairman of the Marketing Committee of 
the Committee for Economic Development, 
will present the results of an extensive re- 
search study he has just completed and the 
general subject of “Post-war Marketing.” 

The Tuesday afternoon session will get 
under way with Earl W. Nix, treasurer of 
the Lyon Metal Products Co., Inc., of Au- 
rora, I1l., who will give a talk on “Prepar- 
ing Three Thousand Contracts for Settle- 
men After Termination.” Mr. Nix will 


‘outline exactly how his company has. di- 


vided its office staff for handling termina- 
tion details. His address will be’ supple- 
mented by a booklet his company has pre- 
pared for distribution at the Omaha War 
Credit Congress outlining this procedure so 
that delegates may take the booklet home 
and study it at their leisure. This is ex- 
pected to be one of the outstanding features 
of the War Credit Congress, as it will be 
delivered by an experienced executive who 
has gone through the headaches of obtain- 
ing settlements on a large number of gov- 
ernment contracts. This address should 


prove very helpful to anyone who is either 
operating as a prime contractor, a sub- 
contractor or a materials supplier 

The balance of the Tuesday afternoon 


program will be devoted to reports of vari- 
ous associatio activitien, such as, Credit In- 
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terchange, Adjustment Bureau, Legislative 
Committees, Membership Committee and 
the awarding of the membership trophies 
by Bruce H. Tritton of the American Stove 
Co., Cleveland, O., immediate past national 
president, who is serving as chairman of 
the Membership Committee this year. 

In addition to the individual industry 
meetings scheduled for Wednesday, May 
17th, President Paul W. Miller has called a 
special meeting of presidents, vice-presi- 
dents and councillors of the associations 
affliated with the national organization. 
At this time President Miller plans to pre- 
sent an outline of a program he proposes 
for closer cooperation between the affili- 
ated associations and the national in future 
years. This meeting will be held at 4 P.M. 
on Wednesday, May 17th. 

The highlights of the Thursday program 
are, first, the address by Richard G. Moul- 
ton, president of Brookings Institution, 
Washington, D. C. Mr. Moulton and his 
organization have just completed a special 
study on “Post-war Financial Policies for 
Business” in conjunction with the Post- 
war Planning Committee of the United 
States Senate. Mr. Moulton will address 
the convention regarding this piece of eco- 
nomic research work and will report on 
the findings as made to Senator George 
of the Post-war Planning Committee of 
the Senate. This address, it is expected, 
will be eagerly awaited by economists all 
over the country as it is the first complete 
public announcement made by Mr. Moulton 
regarding this research work. 


Election Thursday Noon 


The balance of the Thursday pro- 
gram will be taken up with a report by 
the Resolutions Committee on a statement 
of policy for the credit men. This report 
will be made by C. B. Reardon of Toledo, 
O., who is serving as chairman of the Reso- 
lutions Committee this year. 

This report will be followed by a report 
of the Nominations Committee, to be made 
by Bruce R. Tritton of Cleveland, imme- 
diate past national president, who is serv- 
ing as chairman of the Nominations Com- 
mitee this year. This is followed by the 
annual election and installation of officers 
and directors with adjournment shortly 
after 4 p. m. 


Announcement has been made 
that a meeting of local Association 
Presidents, Presidents-elect and 


Councillors will be held at 4 o’clock 
on May 17th at the War Credit 
Congress in Omaha. National Presi- 
dent Miller will preside at this meet- 
ing. President Miller is especially 
anxious to have the Presidents and 


Presidents-elect of every affiliated 
Association represented at the Credit 
Congress present at this meeting. He 
is also especially anxious to have 
the Councillors attend. President 
Miller has a special message to pre- 
sent to Councillors affecting the 
Association program for the com- 
ing year. 
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NOTICE 
To All Members of the 
National Association 
of Credit Men 


You are hereby notified that 
the Annual Convention or 
Credit Congress of the Na- 
tional Association of Credit 


Men will be held at Omaha, 
Nebraska, on May 16th, 17th 
and 18th, 1944, and that the 
following amendments to the 
Constitution will be considered 
and acted upon at said meet- 


ing: 

That Article V, Sections | and 
2 of the Constitution of the Na- 
tional Association of Credit 
Men be amended to read as 
follows: 
Section 1. Each Local Association shall 
pay to the Treasurer the sum of $10.00 
annually for each of its members. 
this sum $1.50 shall be reserved as an 
annual subscription price for each mem- 


ber to the monthly publication of the 
Association. 


Section 2. Each individual member shall 
pay annually to the Treasurer, on a day 
fixed by the Treasurer as the beginning 
of his membership year, the sum of 
$25.00. Of this sum $1.50 shall be re- 
served as the annual subscription price 
for such member to the monthly publica- 
tion of the association. 


(Signed) David A. Weir, Secretary 
National Association of Credit Men 


R. A. Anderson to 
Lead Rockford Group 


Rockford: The Rock River Valley Divi- 
sion of The Chicago Association of Credit 
Men enjoyed its monthly dinner at the 
Hotel Faust in Rockford, Wednesday eve- 
ning, April 12. 

Major Harry A. Olsen and Oscar Iber, 
both of Chicago, spoke on the work the 
Army Air Forces are doing with industry 
in redistributing surplus tools. Major Ol- 
sen is the officer in charge of the cutting 
tool warehouse of the Army Air Forces 
and Mr. Iber is president of the O. Iber 
Company who is serving on several com- 
mittees studying the subject of surpluses 
pertaining particularly to perishable cut- 
ting tools. Both speakers were introduced 
by Harold F. Hess of The Chicago Asso- 
ciation of Credit Men. 

After a brief business session, R. A. 
Anderson, Rockford Industries, Inc., was 
elected chairman of the Executive Com- 
mittee and R. F. Applequist, the Third 
National Bank of Rockford, was elected 
vice-chairman. 
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David A. Weir is 
Speaker at Big 


Oklahoma Dinner 


Oklahoma City: David A. Weir, secre- 
tary and assistant executive manager of the 
National Association of Credit Men, ad- 
dressed the April dinner meeting of the 
Oklahoma Wholesale Credit Men’s Asso- 
ciation held in the Empire Room of the 
Skirvin Hotel. Mr. Weir spoke to a large, 
attentive group of credit men and women 
on the subject, “Action and Reaction of 
the War Economy.” This was one of the 
most successful meetings of the year. 


John Carney, president of the local asso- 
ciation presided and Mr. Weir was intro- 
duced by Emmett Barbee, former secretary- 
manager. At the beginning of the meeting 
Mr. Carney was presented with a new gavel 
by Miss Ruth Argo, secretary of the 
Women’s Wholesale Credit Club. The 
gavel was made by credit man Asa Schneck, 
Oklahoma Publishing Company, in his hob- 
by shop. 


——_— 


Industry Meetings 
List Good Programs 


As listed on pages 13, 14 and 15 in this 
issue, the programs for the Industry Meet- 
ings at the War Credit Congress this year 
are especially attractive. Several of the 
industries will hear talks by prominent 
authorities on such subjects as Contract 
Termination, Settlement of Terminated 
Contracts, V and VT Loans, and similar 
subjects which affect the transition of 
business to peacetime production. 


J. T. O’Neill, West Publishing Com- 
pany, St. Paul, whose articles on the credit 
man, “Ol’ Doc Nixie” appeared in “Credit 
and Financial Management” during the 
past year, will also speak at sevetal of the 
Industry Meetings on collection methods. 





Valentine Commissioned 


Sioux City: R. C. Valentine, President 
of the Interstate Association of Credit 
Men, until he resigned recently to enter 
the Navy, has just been commissioned a 
Lieutenant j.g. in the USNR. He has 
been assigned to Supply and Paymasters 
Department in Washington, D. C. 

























Announcement was made on April 
13th that the Service Corporation 
Office in New Haven, which for sev- 
eral years has handled collection and 
adjustments, was to be closed on 
April 30th. No new claims were ac- 
cepted by that office after that date. 
After April 30th, the remaining 
claims will be handled by A. Kruhm, 
member of the National Staff at 
One Park Avenue, New York. 
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Stevens Is Named 
Sales Promotion 
Manager by Company 


Wooster: Mark D. Stevens, former 
president of the Wooster County Associa- 
tion of Credit Men and for a number of 
years Credit Manager of Heywood-Wake- 
feld Company of Gardner, Mass., has been 
named sales promotion manager of his 
company. This advancement for Mr. Ste- 
yens was hailed with pleasure by his large 
number of friends in credit and business 
circles in Wooster County. Mr. Stevens is 
a former president of the Gardner Rotary 
Club. He was graduated from Boston Uni- 
versity and attended the first session of the 
Summer Institute of Credit Management at 
Babson Institute. 


Director Heitmann 
Addresses Annual 
Oklahoma City Meet 


Oklahoma City: National Director C. C. 
Heitmann, District Credit Manager of Ar- 
mour and Company, Ft. Worth, Texas, at- 
tended a recent annual meeting of the Okla- 
homa Credit Men’s Association. Director 
Heitmann gave an interesting talk on the 
present day business trends and how the 
National Association helps with these 
problems. 

John Carney, Oklahoma Sash and Door 
Company, has been elected president of the 
Oklahoma City Association, with D. P. 
Hadley, Crane Company, vice-president. 





President Miller 


Talks at New York 
Credit Women's Group 


New York: Paul W. Miller, Vice Presi- 
dent of the Atlantic Steel Co. and President 
of the NACM, was a guest speaker at the 
April meeting of the New York Credit 
Men’s Group held at the Belmont Plaza. 
Miss Frances W. Reville of Keystone 
Photo Engraving Company, President of 
the New York Group, presided. President 
Miller pointed out in his interesting ad- 
dress that “if we are to attain the business 
volume of 140 billion dollars, estimated as 
the amount required to keep up the employ- 
ment level, then the credit man has to pro- 
vide the funds needed to transact this vol- 
ume,” 

The new list of officers of the Credit 
Women’s Club is as follows: Miss Ida 
Hill, Harriet Hubbard Ayer, Inc., vice 
president; Miss Julia McCauley, William 
Iselin & Co., Inc. secretary; Miss Anna 
Clayman, David Leonard Co., treasurer. 





Binghamton: The Triple Cities Credit 
Women’s Club had its April meeting at the 
Carlton Hotel on April 20th. 
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National Nominations 
Committee 


The following is the personnel of the 
Nomination Committee for the 1944 War 
Credit Congress of the National Associa- 
tion of Credit Men to be held in Omaha 
on May 16th, 17th and 18th. 

The Constitution provides that the five 
immediate past presidents as they are avail- 
able shall serve in this committee, and that 
the last immediate past president shall be 
chairman. 


The Constitution also provides that the 
councillors in each of the 10 districts shall 
select a representative for their district, 
and that the national president shall name 
10 members at large to serve on the Nom- 
inations Committee. 


Five Past Presidents: 


Bruce R. Tritton, American Stove Co., 
Cleveland, O. (chairman). 

R. C. Wilson, First National Bank, Salt 
Lake City, Utah. 

John L. Redmond, Crompton-Richmond 
Co., Inc., New York, N. Y. 

C. A. Wells, John S. Brittain Dry Goods 
Co., St. Joseph, Mo. 

D. I. Bosschart, 
Francisco, Calif. 


Eng-Skell Co., San 


Ten Members Chosen by 
the Councillors: 


Dist. No. 1—E. William Lane, American 
Screw Co., Providence, R. I. 

Dist. No. 2—Irwin H Raunick, Fairmont 
Creamery Co, Buffalo, N. Y. 

Dist. No. 3—F. Dean Hayes, West Penn 
Power Co., Pittsburgh, Pa. 

Dist. No. 4—O. E Dreutzer, Alms & 
Doepke, Cincinnati, O 

Dist. No. 5—R. C. Perlick, Acme Steel 
Co., Chicago, Ill. 

Dist. No. 6—T. B. Hendrick, Collins- 
Dietz-Morris Co., Oklahoma City, Okla. 

Dist. No. 7—R. A. Piske, Jaubert Bros., 
Inc., New Orleans, La. 

Dist. No. 8—Cedric Yoder, 
.Paper Co, Lincoln, Neb. 

Dist. No. 9—Vincent Barnhart, Mine & 
Smelter Supply Co., Denver, Colo. 

Dist. No. 10—W. A. Yeomans, Pacific 
Fruit & Produce Co., Seattle, Wash. 


Schwarz 


Ten Members at Large 
Selected by President: 


Osbon W. Bullen, Lever Brothers, Cam- 
bridge, Mass. 

Earl N. Felio, Colgate-Palmolive-Peet 
Co., Jersey City, N. J., (member of New 
York Credit Men’s Association). 

A. Edward Southgate, Philadelphia and 
Reading Coal and Iron Co., Philadelphia, 
Pa. 

C. Calloway, Jr., Crystal Springs Bleach- 
ery, Chickamauga, Ga. 

Carl W. Steeg, Hugh J. Baker & Co., 
Indianapolis, Ind. 

O. E. Dede, Krey Packing Co., St. Louis, 
Mo. 

A. E. Slack, I. W. Phillips & Co.,Tampa, 
Fla. 
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A. L. Peters, First National Bank, St. 
Paul, Minn. 

Bryant Essick, Essick Machinery Co., 
Los Angeles, Calif. 

A. J. Sutherland, Security Trust & Sav- 
ings Bank, San Diego, Calif. 





C. L. Holman Named 
New President of 
Chicago Association 


Chicago: C. L. Holman, Assistant 
Treasurer and General Credit Manager of 
Wilson Brothers, Chicago, was elected 
President of the Chicago Association of 
Credit Men at the annual dinner meeting 
of the Association held at the Merchants 
and Manufacturers Club in the Merchan- 
dise Mart, Wednesday evening, April 19. 

Wilson Brothers is a charter member of 
the Chicago Association of Credit Men 
and has been very active in the Associa- 





C. L. Holman, Wilson Bros., 
new C.A.C.M. President 


tion since its founding in 1896. The late 
Edward M. Skinner was on the first Board 
of Directors and was the first chairman of 
the Committee on Constitution and By 
Laws. He also served as president of the 
Association from 1901 to 1902. 

There was a large attendance of mem- 
bers at the Annual Dinner. G. H. Nip- 
pert, the Procter and Gamble Distributing 
Company, who has served as President of 
the Association for the past two years, 
presided. 

After a brief business session the fel- 
lowing officers and directors were elected 
for the coming year, in addition to Mr. 
Holman. 

First Vice President, H. H. Faulstich, 
First National Bank of Chicago. 

Second Vice President, C. W. Dittmar, 
Crane Company. 

Treasurer, Philip L. Burgett, 
Northern Trust Company. 

The annual address to the members was 
delivered by Oscar G. Mayer, President 
of Oscar Mayer & Company, and his sub- 
ject was, “An American Business Man 
Thinks Postwar.” 


The 
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125 to Attend War 
Credit Congress at 
Omaha from Chicago 


Chicago: More than 125 members of 
The Chicago Association of Credit Men 
will attend the War Credit Congress of 
the National Association of Credit Men at 
Omaha, May 16-17-18. 

Members of the Association are taking a 
very active part in the Congress, several 
of them are serving as chairmen of group 
sessions, 

Russell Baker, a prominent Chicago At- 
torney and member of the law firm of 
Hubbard, Baker and Rice, spoke at the 
monthly meeting of the Foreign Trade 
Group of The Chicago Association of 
Credit Men at the Union League Club, 
Thursday, April 20. His subject was, 
“Legal Aspects of Foreign Trade.” 

Mr. Baker represents some of the larg- 
est exporters and importers in the Chicago 
area. He is vice president of the Pan 
American Council and vice president of 
the Mexican Chamber of Commerce in 
Chicago. 

The annual spring conference of the Na- 
tional Construction Machinery Credit 
Group will be held at the Drake Hotel, 
Chicago, May 24-25, 1944. 


Minneapolis May Seek 
New Par Payment Law 
from Next Legislature 


Minneapolis: Members of the Minne- 
apolis Association of Credit Men have 
shown considerable interest in the NACM’s 
opposition to the Maybank Bill in Congress 
in regard to Regulation “Q” which would 
affect the part payment of checks. Joining 
with the Minneapolis and St. Paul Associa- 
tions are legislative committees of other 
associations in the northwest. These com- 
mittees are shaping plans for introducing a 
part-payment check law in the legislatures 
of Minneapolis and North Dakota at the 
next session of the state law making bodies. 

The Minneapolis Association has had a 
record attendance this year at its monthly 
meetings with programs centering around 
such noted speakers as Ralph Carney of 
Coleman Lamp, Governor Thye of Minne- 
sota, Dr. Cowling, president of Carleton 
College, and other equally well - known 
speakers. 





Major Sam J. Schneider 
Ordered to Take Long Rest 


Louisville: Many friends of Major 
S. J. Schneider on leave as Executive Man- 
ager of the Louisville Association, and now 
serving in the Army, will be sorry to learn 
he has been ordered by Army doctors to 
take a long rest. Major Schneider was 
preparing for overseas duty when a physi- 
cal examination discovered that his health 
was not of the best, and he was ordered 
to take a long rest. While he has not yet 
been released from the Army, indications 
are that he may obtain his release shortly. 
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50th Anniversary 





New York: Friends of Edmund Wright, 


‘Credit Manager for the Standard Factors 


Corp., gathered at the Hotel Waldorf- 
Astoria on Monday, April 17th, to honor 
his fiftieth anniversary as a credit execu- 
tive. Mr. Wright was one of the founders 
of the New York Credit Men’s Associa- 
tion in 1895. He was also a president of 
the Eastern Millinery Association and a 
member of the Silk Textile Code Authority 
under NRA. Henry H. Heimann, Execu- 
tive Manager on leave of the NACM, pre- 
sided at the dinner. 


Hear Talk on Labor Relations 


New Haven: The annual meeting of 
the New Haven Association of Credit Men 
was held on April 19th at the Union 
League Club in the city. An address by 
Joseph M. Tone, Labor Consultant, U. S. 
Department of Labor, spoke on “Labor 
Relations.” A new slate of officers was 
elected at this meeting. 


Honor Joseph Rubanow 


New York: Thirty intimate friends 
of Joseph Rubanow, vice-president of 
the Manufacturers Trust Company 
of New York, tendered him a sur- 
prise dinner at the Union League 
Club on March 20th and presented 
Mr. Rubanow with a beautiful gift 
to commemorate the occasion. Mr. 


Rubanow, a former president of the 
NYCMA and a former national di- 
rector of the NACM, has been an 
active member of the New York 
Association almost throughout his 


career in business. He has served on 
a large number of committees, was 
president of the New York Chapter 
of the National Institute of Credit 
and also president of the 475 Club. 
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Two New Yorkers 
Given Suspended 


Terms in Fraud 
New York: The Fraud Prevention De. 





. partment of the NACM announces that op 


April 6, 1944, as a result of an investiga. 
tion, Max Glassberg and Harry Rapoport 
entered pleas of guilty to an indictment 
which had been returned against them some 
time ago, said indictment charging con. 
spiracy to violate the National Bankruptcy 
Act in that they had conspired to conceal 
assets. 

Federal Judge Alfred C. Coxe suspended 
imposition of sentence upon the defendants 
but placed them under probation for one 
year. Glassberg and Rapoport had pre. 
viously been engaged in the manufacture 
of women’s coats in New York City. 





San Francisco 
Hears Talk by 
David A. Weir 


San Francisco: The Board of Directors, 
as well as the Advisory Board of the 
Credit Managers Association of Northern 
and Central California were particularly 
delighted on Monday, March 13, to have 
with them at a luncheon party, David A. 
Weir, secretary and assistant executive 
manager of the National Association of 
Credit Men. 

The meeting, which was well attended, 
was held in the beautiful Redwood Room 
of the Bohemian Club, prior to which many 
of our directors had an opportunity to rem- 
inisce with Mr. Weir and renew friend- 
ships. 

On the following day, March 14, we 
were again privileged to have Mr. Weir 
as our guest speaker at our monthly lunch- 
eon and which was very well attended. It 
was particularly gratifying to have so many 
of our Auxiliary Chapter composed of wo- 
men grantors of credit in attendance. 

Mr. Weir impressed his audience very 
favorably with his oratory and left with 
the assembly a very definite message where- 
in he advised of the necessity of being on 
the alert, further stating “our economic 
unpreparedness was partially due to the 
fallacies which had become prevalent im 
our economic philosophies and actions be- 
fore the War.” 


NACA Issues Tract 
On Contract Termination 


The pamphlet issued by the National 
Association of Cost Accountants, 385 Mad- 
ison Avenue, New York City, contains an 
instructive article by Frank A. Lamperti, 
Chief Cancellation Cost Accountant, West- 
ern Electric Company, New York. The 
title of the article is “Termination Or- 
ganization and Procedures” and covers 4 
number of steps required in order to pre- 
pare a claim either for a contractor oF 
subcontractor. 
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Tri-State Conference 


Slated for Oct. 15-16 


At Atlantic City, N. J. 


Utica: The Tri-State Conference will 
be held this Fall on October 15th and 16th 
at Atlantic City under the joint auspices of 
the New Jersey Association of Credit Men 
and the Credit Men’s Association of East- 
ern Pennsylvania. This decision was an- 
nounced at the Fall planning meeting of the 
Councillors of District No. 2 held in this 
city on April 15th. 

The Tri-State Conference will occupy all 
of Monday, October 16, while the Secre- 
taries of the Eastern District, especially 
those in District No. 2, will meet on Sun- 
day, October 15th, for an all-day session. 


Announcements as to rooming facilities 
and other arrangements will be made by 
both the New Jersey Association and the 
Credit Men’s Association of Eastern Penn- 
sylvania at a later date. Sessions of the 
Conferences will be held at the Chelsea 
Hotel. 


Report to Company 
Shareholders Is Used 
As Good Will Builder 


Officers, who are charged with the job 
of preparing an annual report to stock- 
holders, will find the report just issued by 
the American Home Products Corpora- 
tion under the title of “Year Book” espe- 
cially interesting and instructive as to how 
a corporation can best tell its story to a 
large number of stockholders. The Ameri- 
can Home Products Corporation manufac- 
tures a large line of pharmaceutical, bio- 
logical, nutritional products and vitamins, 
packaged drugs, foods and cosmetics. It 
has, according to the Year Book, 9,783 
shareholders who come from every state 
in the Union. 


The edition of the Year Books was 
limited because of war conditions, but Mr. 
Knox Ide, President of the American 
Home Products Corporation, will mail a 
copy as long as the supply lasts to any 
financial officer who is a member of the 
National Association of Credit Men, who 
writes for it on his company stationery. 
The address is Empire State Building, 
New York City. 


Pittsburgh Credo Club 
Hears Forum Trade Talk 


Pittsburgh: William S. Swingle was the 
speaker on April 4th at the luncheon meet- 
ing of the Pittsburgh Credo Club, held at 
the Hotel Henry. Mr. Swingle, who was a 
former comptroller of the National Asso- 
ciation of Credit Men, is now executive 
vice-president of the National Foreign 
Trade Council of New York. The subject 
of his talk was “Post-War Restoration of 
Foreign Trade Under Private Enterprise.” 
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5 Past Presidents at 
Philadelphia Dinner 


Philadelphia: The above photograph was 
made at the March 21st luncheon meeting 
of the Credit Men’s Association of Eastern 
Pennsylvania when Alfred H. Williams, 
president of the Federal Reserve Bank of 
Philadelphia, spoke on “Problems of Post- 
war Adjustment.” Shown in the picture, 
seated from leit to right, are: Past Presi- 
dents C. Shaipless Jones, of Ernst & 
Ernst; H. E. Rhell, of John T. Lewis & Bro. 
Co.; Charles E. Fernald, of Fernald & Co.; 
President James V. Marron, of the Yale & 
Towne Manufacturing Co.; the speaker, 
Alfred H. Williams, president of the Fed- 
eral Reserve Bank of Philadelphia; Past 
Presidents Ralph D. Withington, of the 
Philadelphia National Bank, chairman of 
the meeting; John T. Brown, Jr., of Ha- 
joca Corporation; Archie T. Rickards, of 
Sharp & Dohme, Inc.; Frank Cross, of Sun 
Oil Company, and Warren R. Humphreys, 
of Mutual Fire Insurance Company, of 
Germantown. 


Illinois Senators 
Asked to Oppose 
Bill on Exchange Charges 


Chicago: Prominent executives, mem- 
bers of The Chicago Association of Credit 
Men, wrote to United States Senators 
C. Wayland Brooks and Scott W. Lucas, 
requesting them to use their influence to 
defeat Senate Bill 1462 and H.R. 3956, 
which, if enacted will nullify Section 19 
of the Federal Reserve Act which reads: 
“No member bank shall directly or in- 
directly by any device whatsoever pay any 
interest on any deposit which is payable 
on demand.” 

Both Senators replied that requests for 
a hearing are awaiting action before the 
Banking and Currency Committee of the 
Senate. 





Cleveland: The Cleveland Herd of Ze- 
bras has been re-organized after a period of 
inactivity which dates back to 1939, The 
Cleveland Herd recently elected new offi- 
cers and voted to take a prominent part in 
membership activity in the Cleveland Asso- 
ciation during the present year. Leo W. 


Stolte, of the Fairbanks Morse Company, 
is the exalted super zeb of the Cleveland 
Herd. 
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shia Speaks at 
Closing Forum of 
New York Chapter 


New York: The final monthly forum of 
the New York Chapter of the National In- 
stitute of Credit, which was held at the 
Pennsylvania Hotel on April 20th, dis- 
cussed a number of problems which had to 
do with post-war credit activities. Henry 
H. Heimann, FExecuive Manager on leave, 
led the discussion with a talk on phases of 
credit in both war and peace. William W. 
Stebbins of .Cannon Mills, Inc., presided. 
C. E. Harrison of William Iselin & Co., 
Inc., was in charge of the program. The 
forum was started at 7:30 P.M. and was 
operated this time without a dinner. 





Monthly Business Review 
Quoted in Bank Debate 


Billings: A resolution which was passed 
by the Billings Clearing House Association 
and addressed to Leo T. Crowley, chair- 
man of the Federal Deposit Insurance Cor- 
poration, among other things directed Mr. 
Crowley’s attention to Henry Heimann’s 
February 15th Monthly Business Review. 
One of the points made in the resolution 
was: 

“The exchange charge made by non-par- 
banks has been an enigma fur years, has 
contributed unfavorable public relations to- 
ward hanks, has created ill feeling among 
bankers themselves, and consequently for 
the good of banking should be abolished.” 


POSITION WANTED. Executive. Thirty- 
one year old executive seeking connection leading 
to participation in financial] management of pro- 
gressive organization. Currently employed by 
major southern concern. Seven years’ experience 
in business administration. Thoroughly familiar 
with corporate structures, financial control, taxes. 
war controls, etc. University of Chicago gradu- 
ate in Accounting and Business Administration. 
Permanently deferred. Address Box 5-A, Credit 
and Financial Management. 


POSITION WANTED. Credit Man, Credit 
Manager, ten years’ experience retail and indus- 
trial credits. Now employed as Accountant. Ac- 
counting and Business Administration education 
with courses in Law, Mathematics, Statistics. 
Fellow and Associate National Institute of Credit. 
Under 40. Married. Citizen. Address Box 5-B, 
Credit and Financial Management. 
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Our Distaff Side 


Louisville: On the night of March 23rd, 
this club was honored by having a visit 
from their National Chairman, Irene 
Austin of Consolidated Biscuit Company, 
Chicago, Illinois. Miss Austin made a brief 
talk, and emphasized membership both in 
the women’s clubs and the local association. 

On the program also, was Mrs. Cleo 
Dawson of Lexington, Kentucky, author 
of the book, “She Came to the Valley.” A 
short review was made of her book and 
then we had the pleasure of visiting with 
Mrs. Dawson in Mexico, where she spent 
her early childhood. 





Milwaukee: The Wholesale Credit 
Women’s Club of the Milwaukee Associa- 
tion has elected new officers for 1944-45. 
Officially installed at the Chicago-Milwau- 
kee meeting, March 18th, these officers 
have taken over and will preside at the 
next meeting, April 18th: Sophia Baum- 
gartel, Phil Orth Company, President; 
Helen Dors, Knudten Brothers, Inc., Vice 
President; Gerda Mueller, Hein Flour & 
Supply Co., Secretary; Miriam Jaeger, 
Carnation Co., Treasurer. 





Minneapolis: The Minneapolis Whole- 
sale Credit Women’s Club featured a letter 
writing clinic at its final business meeting 
of the season. The meeting was held at 
the Y. M. C. A. on Thursday, April 13 
with the clinic in charge of Miss Florence 
E. Armstrong, vice president and program 
chairman. Many new and interesting fea- 
tures in letter writing were discussed by 
the members. 


Officers for 1944-45 were elected as fol- 
lows: Florence E. Armstrong, Minneap- 
olis Honeywell Regulator Company, presi- 
dent; Phyllis Johnson, Brown Steel Tank 
Company, Vice President; Lou C. Belina, 
Chase Brass & Copper Company, secretary 
and Evelyn Odean, Minnesota Steel Com- 
patty, treasurer. 


Industry Program 
(Continued from Page 29) 


Wholesalers and will hear Professor 
Karl M. Arndt, College of Business 
Administration, University of Ne- 
braska, Lincoln, Nebraska, talk on 
the subject of “National Income as a 
Factor in Credit Analysis.” 

In the afternoon, K. A. Patterson, 
Washington Representative, National 
Association of Credit Men, New 
York, will discuss “Present Day Leg- 
islation and Its Probable Effect on 
Business and Credit.” W. H. 
Schmidt, Pittsburgh Plate Glass 
Company, Des Moines, will present 
“The Wholesale Credit Manager.” 
There will be an Open Forum Dis- 
cussion on- “Taxes.” 
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PAPER PRODUCTS 
AND CONVERTERS 


The morning session will be de- 
voted to Open Forum Discussions. 
“Termination of War Contracts,” 
“Disposition of War Surplus,” “Ef- 
tect of War Time-Table,” “Post-War 
Outlook in General,” “Credit Depart- 
ment Clinic,” are a few of the topics 
on the program. 

The Industry will participate in a 
joint luncheon session with the Fine 
Paper Group. E. A. Throckmorton, 
Director of Sales Research, Container 
Corporation of America, Chicago, 
will be the luncheon speaker. The 
subject will be “Post-War Problems 
and Outlook for the Paper Industry.” 
Elton C. Laucks, C.P.A., Resident 
Partner, John M. Gilchrist Company, 
Omaha, will speak on “Post-War 
Government Finance and Taxation 
Outlook.” 


PLUMBING, HEATING. 
REFRIGERATION AND AIR 
CONDITIONING 


J. A. Livi, Surface Combustion 
Corporation, Toledo, will discuss 
“Post-War Planning.” 

“V and VT Financing” will be the 
subject of a talk by Lt. Col. Fred- 
erick K. Trask, Jr., War Department 
Liaison Officer, Federal Reserve 
Bank of Kansas City. 

At luncheon and in the afternoon, 
the Group will meet jointly with the 
Building Material and Construction, 
the Iron and Steel, and the Non-Fer- 
rous Metals, Raw Materials and AI- 
lied Lines Industries. 

The luncheon session will be ad- 
dressed by Willard Becker, Auditor, 
Norton Door Closer Company, Chi- 
cago, on “Post-War Credits.” 

In the afternoon, there will be 
presentation by: L. C. Lozier, Major, 
U.S.A., on “Termination of Govern- 
ment Contracts”; and by Professor 
Karl M. Arndt, College of Business 
Administration, University of Ne- 
braska, on “National Income As A 
Factor in Credit Analysis.” 


PUBLIC UTILITIES 


This meeting will be in session 
Tuesday afternoon, May 16, as well 
as all day Wednesday. 

Walter S. Byrne, General Man- 
ager, Metropolitan Utilities District, 
Omaha, will make the ““Welcome Ad- 
dress.” “What the Credit Man 
Should Be Thinking About” will be 
a talk made by John M. C. Betts, As- 
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sistant Treasurer, The Illuminating 
Company, New Haven, Conn. 

“Charges for Service on Custom. 
er’s Premises” will be the subject of 
an address by Haskell L. Simpson, 
Credit Manager, Southern Indiana 
Gas & Electric Company, Evansville. 
“National Income as a Factor in 
Credit Analysis” will be presented by 
Karl M. Arndt, Associate Professor 
of Economics, University of Ne- 
braska, Lincoln, Nebr. W. C. Rathke, 
Assistant Manager of Customers Ser- 
vice, Nebraska Power Company, 
Omaha, will speak on “Public Rela- 
tions.” 

An Open Discussion of Current 
Day Problems will be conducted by 
A. W. Fyfe, Manager, Methods Bu- 
reau, Consolidated Edison Company 
of New York, Inc., New York, N. Y. 


TEXTILE 


Wm. G. F. Price, Vice-President, 
American National Bank & Trust 
Company of Chicago, will address 
the meeting on “Financing Small 
Business in the Conversion and Post- 
War Period.” 

“Merchandising and Distribution 
—Post-War” will be the subject of 
an address by Harry H. Wolf; Wolf 
Management Engineering Company, 
Chicago. 


WEARING APPAREL 


“The Credit Executive’s Place in 
Wholesalers’ Service and Distribu- 
tion Plans” will be presented by E. D. 
Plummer, Treasurer and Secretary, 
Tootle-Campbell Dry Goods Com- 
pany, St. Joseph, Mo. W. O. Swan- 
son, President, Nebraska Clothing 
Company, Omaha, will speak on 
“Realities In Retailing—Now and 
Post-War.” J. L. Vesper, The 
Walker T. Dickerson Company, Co- 
lumbus, Ohio, will talk on “Forth- 
coming Financial Problems of Your 
Customer.” “Apparel Industry from 
a Financial Executive’s Viewpoint” 
by Harry J. Delaney, Minehard, 
Greeff & Co., Inc., New York City. 

The afternoon session will open 
with an address by K. J. Krause, 
Cooper’s, Inc., Kenosha, Wisc., on 
“Post-War Pitfalls in Retail Selling 
and Merchandising.” 

An outstanding feature of the pro- 
gram _ will be an “Information 
Please” Forum. The leaders will be 
experts representing each distinct 
line—clothing, shoes, millinery, hab- 
erdashery, dry. goods and women’s 
wear. 
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